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WESTERN ECONOMICS AND THE FAR EAST 


By Dr. E. Stuart Kirby 


There is one general and hasic prob- 
lem in the modern world which may be 
more important than any other. Unless 
this major problem is solved, mankind 
can make no progress, and is in danger 
of relapsing into a Dark Age, This 
supreme problem is that of “under- 
development.” There is a great gap 
between the “advanced” and the “back- 
ward” sectors of the world. economy. 
This gap is felt in all the fields of 
human activity—social, economic, cul- 
tural and political. It would seem, 
however, to be greatest, and most dan- 
gerous, in the second and last of these: 
the economic and the political. On the 
social and cultural planes, there has 
been perhaps more contact and inter- 
mingling. In any case, population has 
increased tremendously in “backward” 
countries in the last fifty or a hundred 
years, while the same pressure was not 
felt in the “advanced” countries. As a 
result of this, and of the experience of 
two worldwide wars, the problem is 
mainly an economic and political one. 

This is a general situation, which 
must increasingly involve other areas 
than Asia, as time goes on: such regions 
as Africa and South America are likely, 
_ in their own time and manner, to ex- 
perience a similar crisis. At present it 
is however chiefly in Asia that the 
problem is acute. It is with Asia—in 
fact, only with the Eastern half of Asia 
—that we are concerned, however, the 
Far East is only a special case, in a 
general problem which must eventually 
be considered on a worldwide scale. 

s 


This crisis in the world of real life is 
leading also to an actual or impending 
crisis in the realm of Economic: Theory. 
Our modern Economics is essentially 
and typically a Western science. What 
is its position in the modern Orient? 
How far~is it applicable to the general 
problem of Development of Backward 
Areas and to the peculiar and different 
environment of the Far East in particu- 
lar? Much study is nowadays devoted 
to the quantitative, technical and prac- 
tical aspects of the question of inter- 
national Development; but it is less 
widely recognised that there is also 


some cleavage or discrepancy on the 
subjective and theoretical plane, along 
the same dividing lines, between ad- 
vanced and underdeveloped countries, 
and between East and West. There is 
actually some danger of a general re- 
jection of: Western thought by men of 
the East, on the ground that Western 
theories are generic to an environment 
which is specially and characteristically 
that of the occident, and especially of 
its modern capitalism; and that Western 
theories are therefore not readily ap- 
plicable to the totally different situation 
in the East. 

The question is largely one of 
“statics” versus “dynamics” in economic 
theory. The analytical technique re- 
cently developed in the West has per- 
haps been most successful in the field 
of “Microeconomics.” In the identifica- 
tion and _ elucidation of particular 
problems, the procedure is usually 
to take single cases and _ instances, 


to assume “all other things are 
equal” (ie. that there is. only 
one variable in the problem), and 


to proceed to generalise by the succes- 
sive elimination. of these assumptions, 
increasing the number of interdepen- 
dent variables. This stress on the de- 
ductive method, and the technique. of 
equilibrium, is perhaps inherently liable 
to lead to a “static” outlook. The norm 
is equilibrium; the problem is that of 
adjustment, of bringing back to an es- 
tablished and accepted pattern any forces 
which stray away from the equilibrium 
position. “Microeconomics,” the study 
of the system as a_ whole, has been 
much developed in very recent times, 
but it too has laid stress on re-adjust- 
ment — re-adjustment to a given and 
accepted criterion of “normality.” This 
is perhaps ascribable. to the fact that 
the development of theory in this field 
was a reaction especially to conditions 
in the Western world in the 1930’s, the 
period of the Great Depression. 

This is not to say that the ideal of* 
the Western communities was the status 
quo, or that it was their aim to return 
into the past. A more accurate formu- 
lation is that the problem of the ad- 


‘vanced countries, in the twentieth cen- 


tury, is overwhelmingly that of the 
proper utilisation of an already-existing 
and abundant capacity; and that their 
standards of measurement were already 
established by existing practice. A 
familiar saying is that modern society 
has solved the problem of production, 
but has not yet solved the problem of 
distribution. This is obviously a West- 
ern saying: the Easterners have not 
solved the problem of production, which 
is a prerequisite to any practical steps 
about distribution. For the Easterners, 
full technical equipment is a future 
goal. Their standards of measurement 
can only partly be borrowed from the 
West or from their own past, They are 
concerned mainly with aspirations 
which will become measurable only in 
the future. 

There is a growing realisation in 
the West that Economic Theory badly 
needs to be developed in a “dynamic” 
direction. A very hopeful line of dis- 
cussion, for example, is that launched 
since the war by Mr. R. F. Harrod 
(“Towards a Dynamic Economics’). 
Even in that instance, however, the 
tendency. is to urge that this is neces- 
sary simply from the point of 
view of securing a better balance in the 
existing body of Western thought, 
which has concentrated too much on 
the “static” aspects of analysis. The 
basic postulate of Occidental theory is 
still taken for granted—namely, the ex- 
istence of a complex, many-sided, well- 
integrated economy and society, in 
which adjustment is swift, complete 
and to some degree automatic. From 
the point of view of people in the Far 
East, therefore, the development of a 
“dynamic” economics, though it would 
be a great step, and would do much to 
enhance the completeness and useful- 
ness of modern-theory, would not touch 
some of the deeper and more ultimate. 
questions. The reactions to Western 
thought in the East have been compli- 
cated from the start; it is time for a 
recensement of economic theory from 
that special point of view. Here I can 
attempt only an outline sketch, but at 
least a brief historical survey may be 
useful 

s s e 

Western Economics was brought to 
Asia nearly a hundred years ago, in its 
“Classical” form. It was then a young 
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and expanding science, and it quickly 
became one of the most influential of 
all branches of Western. thought, in 
Eastern minds. In those days economics 
was part of the general education, for 
all progressive persons; it is sad +o 
note that nowadays this general interest 
has been lost. Nowadays only a com- 
paratively few specialists concern them- 
selves closely with the subject in the 
Far East, and they do not show. the 
confidence of their predecessors, or of 
their Western contemporaries. 

The economics thus originally im- 
ported to the Far East was that of the 
whole Classical tradition, from Adam 
Smith to John Stuart Mill. This was 
delivered all in_one parcel, without the 
same sequences or intervals.of time as 
occurred in the West, In Asia as in 
Europe, the broad Smithian philosophy 
was destructive of the preceding ideas 
of Regulation, Physiocracy and Mer- 
cantilism. All these were found in the 
East, in forms not. dissimilar to those of 
the West. The Liberals of those days 
hada sense of common cause, confront- 
ing a common enemy in East and West. 
No such spirit can exist in so strong a 
form at this day, when the impulses are 
more divergent, 


If Adam Smith’s Liberalism provided 
the broad foundation, the works of his 
successors came along at the same time, 
and were widely drawn .on for specific 
doctrines. As in Europe, Ricardo’s 
principles offectively pleased those ele- 
ments which were anti-landlord and 
pro-capitalist; the functions of capitalist! 
were just beginning, in the East, to 
Gistinguish themselves from those of 
landlord, and sought justification ac- 
cordingly. The lesson was also drawn 
from ‘Classical economics that the 
masses of the working people should 
not expect too much from Progress. 
Malthus’ conclusion that Population 
would outrun the means of subsistence, 
the Iron Law of Wages, the doctrine of 
the Wages Fund, the Principle of 
Diminishing Returns, and many other 
items of Western thought were drawn 
on to justify the privileged position, or 
self-interest, of the upper classes, just 
as they were in Europe. In Asia too, 
economics was at that time the “Dismal 
Science,” as far as these currents were 
concerned. There arrived at the same 
time, however, a newer and more optim- 
istic contribution, that of the last writer 
in the. Classical succession—John Stuart 
Mill—whose work was in this hemis- 
phere the dominating influence, and a 
lasting one. 

Professor Hayek has commented that 
in Mill’s presentation only the “bare 
bones of economic theory were ex- 
pounded against the background of a 
comprehensive social philosophy.” This 
discloses the reason for Mill’s great in- 
fluence in the East. He displayed in 
simplified form the anatomy of Econo- 
mic Man himself, and the nature of the 
economic system in which he dwelt. He 
provided a readily intelligible frame- 
work on which people of different na- 
tions and societies could directly hang 
their own varieties of local superstruc- 
ture. But this simplification and sys- 
tematisation of Economics was only part 
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of a universalist philosophy, which was 
politically, internationally and inter- 
racially egalitarian, insisting that man- 
kind was a single genus all over the 
earth, faced with common problems, in 
the light of which differences of species 
were of only minor importance. The 
underlying doctrine which was so wide- 
ly influential was Utilitarianism. If one 
takes all the countries of Asia, from 
Japan to Persia, and enquires what 
were the first modern books of the Wes? 
to be translated in each case into the 
local language, one is struck by the fact 
that. among the first, there was invari- 
ably some treatise of Mill, or of hig 
persuasion. He is of course insepar- 
ably associated with a wide current of 
social thought, involving many others, 
such as Darwin, Spencer and Buckle. 


The Classical system fitted the needs 
of Asia, primarily because it was uni- 
versal in its approach. The second 
reason is more technical in nature. It 
is that the Classical theory—even so 
late as the time of Mill—reflects the 
conditions of a world in which mode:n 
technology, or the social system of capi- 
talism, had not yet come to maturity. 
Here is a significant passage in Mill’s 
“Principles,” dated 1848, in which ie 
describes the Europe of that time, in 
terms which apply only too vividly to 
the Asia of today: 

“Hitherto it is questionable if all the me- 
chanical inventions yet made have lightened 
the day’s toil of any human being. They 
enabled a greater population to live the same 
life of drudgery and imprisonment, and an 
increased number of manufacturers and 
others to make fortunes, They have increased 
the comforts of the middle classes. But they 
have not yet begun to effect those great 
changes in human destiny, which it is in 
their nature and their futurity to accom- 
plish.” 

In that environment—the one which 
faced Mill in 1848, and which faces the 
Asians today—the Classical system ap- 
pears realistic. ‘The threefold classifi- 
cation of factors: of production, into 
laid, labour and capital, reflects tha 
fact that such rigid demarcations in the 
actual society exist. Each “factor” cor- 
responds to an identifiable class or caste 


in the society. Similarly understand- 


able is the emphasis on labour, as the 
relatively abundant factor, in terms of 
which all the others tend to be express- 
ed. It is natural to state laws in a 
simple nominal form, e.g., in terms of 
return from dosage with one ingredient 
only (typically labour). Each factor is 
regarded as fairly homogenous within 
itself, and as almost infinitely divisible. 


In modern Western society, not one 
of these conditions is present, and the 
Classical doctrines have correspondingly 
disintegrated. As Western capitalism 
matured—by the latter part of the 19th 
century—the “futurity” .of which Mill 
had spoken became a reality. The 
whole basis of life was changed, in the 
West. Workers. became considerable 
Owners of property, individually and 
collectively. Capitalists’ became con- 
comitantly working managers and tech- 
nical organisers. Progress made Econo- 
mic Rent a normal and intrinsic feature. 
Skilled labour became very important, 
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claiming a multiple reward—for effort, 
for rarity, and for the investment in its 
training. Agriculture became capitalis- 
tic. Enterprise became a_ specialist 
function, instead of just an incidental 
attribute. The older classifications be- 
came entirely blurred and interchange- 
able; the hallowed Laws abated. 

None of these things has, even yet, 
happened in Asia, or in the “under- 
developed” countries generally. More- 
over, one is led to reflect that perhaps 
they never will happen there. For the 
underdeveloped countries seem increas- 
ingly bent on “by-passing” the capital- 
istic stage of development altogether. 
They will accept that advanced form 
of capitalism only in part; they wish te 
guide, control, or plan their future de- 
velopment ‘nationally, in all sorts of 
ways, all of which are antithetical to 
the basic prémises of a matured capi- 
talistic civilisation and therefore to the 
advanced body of modern economic 
theory which is founded entirely on 
that type of civilisation. 

Hence there is an observable tenden- 
cy, in Eastern countries, to hark back 
to the cruder and more simple categori- 
sations which characterised the Classi- 
cal period. Marxism has a_ strong 
appeal, for this reason. Maxism is 
analytically crude, in comparison to the 
penetration and refinement which has 
been achieved by modern theory. As 
far as the pure theory of economies is 
concerned, Marxism smacks of the early 
nineteenth century, and is the only 
school of thought which has made no 
progress since then. Its assumptions 
and methods are essentially and typi- 
cally classical. To go back to this stage 
of the development of theory would be 
downright atavism—a deliberate rever- 
sion to primitive levels, long since out- 
grown. It is useful only to the Com- 
munist rulers, who want to make every 


science subordinate to politics, and 
every scientist a tool of their own 
power. 

Meanwhile, Western economics has 


made tremendous progress since the 
time of Mill, which is as far as I took 
my account in the foregoing. It was 
the next major step in Western theory, 
after Mill, which first involved a sharp 
separation from Eastern thought. That 
step was the “Marginal Revolution,” the 
result of the work of Jevons, Merger 
and Walras. The criteria of this new 
body of theory were subjective, matters 
of purely individual judgment. The 
“underdeveloped” communities could 
not accept this basis, and still .cannot: 
in such communities, the economic de- 
cision cannot convincingly be referred 
back to the individual. Individualism 
is a natural and historical growth in 
the West, but in the East it has not 
developed; the economic decisions in 
Asia have -been conditioned .by collec- 
tive or communal pressures of quite a 
different kind. Thus, the Austrian 
School and Mathematical Economics 
have had no great following in the East. 

The next great figure in the history 
of economic thought is that of Alfred 
Marshall, founder of the London-Cam- 
bridge School. Marshall enabled a 
partial reconciliation. He was broad- 
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minded, pragmatic and electric. His 
respect for the Honourable Ancestors 
also had the approval of Orientals. Ha 
refused to discard the landmarks of 
Classical economics. He refurbished 
Classicism as a permanent heritage, 
even though his own work was actually 
undermining it.. There were, however, 
two features which were by then effec- 
tive in alienating Eastern sympathy 
from the West. It was seen, on the one 
hand, that there were serious defects in 
the Western system, great enough to 
give rise to Socialism and other move- 
ments of protest; and that many Occi- 
dentals were far from sharing even the 
cautious optimism of Marshall. On the 
other hand, it was possible to detect, 
from that time on, an air of patronage 
in the Western attitude. Mill’s genera- 
tion had seemed to say “we face the 
same problems—let us start together 
from first principles.” But Marshall’s 
seemed to say “follow, to your limited 
ability, this model lately completed by 
us, and you will manage.” 

Marshall’s model was the advanced, 
complex, multifarious and highly inte- 
grated society of the West.. The body 
of economic theory appropriate to that 
environment was Equilibrium Theory. 
But Equilibrium remains an abstract 
idea, in societies which do not work by 
continuous, detailed and multilateral 
adjustments, societies which are com- 
paratively crude and simple structures, 
having few component parts, few alter- 
natives, and little adaptability; where 
adjustments, which in Western capital- 
ism are spontaneous and automatic, are 
slow and full of friction. Thus the 
equilibrium concept has a limited use- 
fulness in the East at present; it must 
be developed, because it is scientifically 
superior to any other method of analy- 
sis. To try to adopt the technology of 
industrialism, but to apply it in the 
spirit and methods of a pre-industrial 
age, is to court disastrous consequences: 
Totalitarian rulers are unfortunately 
willing to force the attempt, since they 
are confident of making the people, not 
the regimes, bear the full weight of 
those consequences. 

Special attention must be paid in the 

East to the theory of Enterprise, This 
“is another major point of cleavage be- 
tween Eastern and Western thought. 
Western theory in the twentieth cen- 
tury has recognised the nature and im- 
portance of the entrepreneur function. 
But the entrepreneur—even in Mar- 
shall’s restrained personification as “a 
strong man of moderate means, who 
concentrates his energies on a speciai- 
ity’—is a comparatively uncommon 
character in undeveloped societies. Such 
cemmunities are not ready to accept 
him asa “fourth factor of production”, in 
an independent, determinant or causal 
role; much less to give him the leading 
and pivotal position accorded by such 
writers as F.H. Knight. The apotheosis 
of the entrepreneur, and the preoccupa- 
tion with the real or imaginary condi- 
tions of “Pioneering” and “the Fron- 
tier,” are two features of American 
thought which make it, much more 
than the European, remote from the 
conditions of Asia, 
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HONGKONG’S TRADE IN FEBRUARY 1951 


During February 1951, Hongkong’s 
trade in merchandise totalled $794,- 
075,269, a decline of 20.8% compared 
with the amount of $996,380,516 
reached in January of this year which, 
however, is considered an _ all-time 
record for Hongkong. The figures for 
February’s trade are given in the 
rie of March 29,.No. 13 (pp. 404- 


Imports in February amounted to 
$345.9 million against $452.6 m. in 
January, a fall of 23.6%, and exports 
were valued at $448.1 m. against 
$543.8 m., a drop of 17.6%. The excess 
of exports in February amounted to 
$102.2 m. as compared with $91.2 m. 
in January. 


Hongkong’s trade with China, in- 
cluding Macao, during February total- 
led $273.4 m., or a drop of 24.9% 
against January 1951 $364.1 m. With 
the exception of exports to North 
China $62.9 m., (which increased 
slighty against January’s $6L4 m.), 
trade with all parts of the country 
declined, imports from North and 
Central China falling by as much as 
41.5% as shown in the following table: 


All these difficulties have been greatly 
intensified in the latest period, that of 
Keynesian and post-Keynesian theory. 
It is quite impossible to attempt here 
an apprecation of this latest body of 
thecry. I wish.only to remark on the 
unpopularity, in the Orient, of Keynes’ 
attack on the Classical assumptions, 
which is the starting-point of his “Gen- 
eral Theory;” on the difficulty of apply- 
ing his critique of the theory of interest 
to the Orient, where interest does not 
have the same direct relation to invest- 
ment; and on other basic differences. 
The marginal efficiency of capital does 
not fluctuate, in the short run, in an 
under-equipped community, and it will 
be a very long run indeed—long after 
“we are all dead”—before it begins to 
decline. The theory of employment is 
befogged by the fact that unemploy- 
ment takes the form, in the East, of 


under-employment and concealed un-. 


employment. Money is not, as in the 
West, a perfect means of exchange, and 
is but a poor sf6re of value; under these 


conditions, “liquidity preference” can-- 


not have the same meaning as it has in 
a Western community. The control of 
the authorities over the quantity of 
money is incomplete—except by such 
crude and drastic measures as the “Vol- 
wntary” Bond Subscriptions of China. 
Expedtations of profit are formed by 
guesswork, not by calculation. Keynes 
speaks of the securities market at fuil 
of “old issues,” the prices of which 
largely determine the  price-level for 
new flotations; this is another important 
point at which the Oriental conditions 
differ. As national income rises, con- 
sumption in the Orient may increase, 
just as fast, since the wealthy classes 
are profligate, and the poor have a 


Hongkong’s Trade with China & Macao 
(Dollar millions) 


Increase/ 
1951 Decrease 
(against 
Feb. Jan. Jan,) 
$ $ Per cent. 
China, N. 
Imports ... 17.00 29.06 41.5 
Exports ... 62.91 61.37 +2.5 
China, C. 
Imports ... 8.47 14.50 41.6 
Exports... 15.37 21.54 28.6 
China, S. 
Imports ... 32.54 33.93 4.1 
Exports . 110.16 166.15 27.7 
Macao 
Imports ... 8.03 9.36 14.2 
Exports... 18.94 28.20 32.8 


The effect of the American embargo 
upon shipments of strategic materials 
to Hongkong is shown by the fall in 
trade with the U. S. during February. 
‘The total turnover amounted to not 
more than $36 million, or a decline of 
nearly 30% as compared with the 
amount of $51.4 m. for January. 
Imports from the United States $19.9 
million dropped by 382.5% as against 
29.5 m. in January and were lower 


great “backlog of unsatisfied demand.” 
The multiplier effect must be small and 
localised, in an economy which is not 
fully inter-related. 


This is a very sketchy treatment of 
a large subject, but I hope that at least 
I may have been able to show how 
great and numerous are the difficulties 
of applying the advanced techniques of 
modern economics to differing condi- 
tions. In my view this presents a great 
challenge to the youth and intellect of 
the Orient: the challenge of mastering 
the theoretical and analytical achieve- 
ments of the West, in Economics, and 
of applying them to the task of prac- 
tical improvement in the East. If, in 
whole or part, they are found inapplic- 
able, a further challenge follows—a 
challenge to. replace them by some 
valid and . effective instruments. of 
thought and'policy. The countries which 
are backward materially today will (in 
my opinion) remain backward also in 
spirit, if they do not meet such chal- 
lenges. I consider that they -cannot 
“meet them by a merely negative atti- 
tude. Or by rejecting all the technical 
achievements of Western theory. Or 
by adopting the dogmas and oversim- 
plifications of orthodox Marxism, which 
dates, on the theoretical plane, to a 
hundred years ago. Or by an uncritical 
repetition of the mere phraseology of 
Western science. I suggest that the 
thought of Asia could play a great and 
creative part in future, if it would take 
up these challenges and work for a new 
and constructive synthesis; the light 
should come from the East, if it is our 
-will that a new day should dawn on the 
world. 
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than the monthly average for imports 
from 1947- inclusive. Exports $16.1 
million declined by 26.5% against 
January $21.9 m.-and were below the 
monthly averages for 1949 and 1950. 


On the other hand, trade with the 
United Kingdom, which totalled $64.7 
m., increased slightly over the amount 
of $64.6 m. for January. Imports $50.2 
m. were well above those for the ‘pre- 
vious month $42.8 m. and also exceed- 
ed the monthly average for any year 
since 1947, Exports, however, dropped 
to $14.6 m. as compared with $21.8 m. 
in January, although they were above 
previous monthly averages since 1947. 


x 


Both imports and. ts were well 
above the monthly averages for 1947 
to 1950. 


From 1949 and through Jan./Feb. 
1951 the sterling: area took an increas- 
ing proportion of Hongkong’s trade. 
By February 1951 the proportions 
were, sterling area 33.8% and hard 
currency area 14.5%: whereas in 1947 
the sterling area took 28.2% and the 
hard currency area 30.1% of the total 
turnover. The following table shows 
the shift: ~ 

HK’s Trade with Sterling & Hard 

Currency Areas; Proportion of 
Total (Monthly Averages) 


'Trade’with the British Common- , Hard 
wealth of Nations (excluding Great Sterling Currency 
Britain) reached a turnover of $209.51 Area ea 
m., a fall of 21.5% against the January % %o 
figure of $267.02 m. Imports $86.29 m. 1947 ........ 28.2 30.1 
dropped by 32.4% against January 1949 ..... sci 27.4 24.7 
$127.75, and exports $123.22 m. fell by 1950  ........ 28.6 21.8 
11.5% compared with the amount of 1951: Jan. 32.2 17.7 
$139.27 m. for the previous month. Feb. 33.8 14.5 

HONGKONG’S FOREIGN TRADE 
Monthly Averages for 1947, 1949, 1950, 1951 (Jan./Feb.) 
(In Dollar Millions) 
Value of Imports 
Monthly Averages 1951 
1947 1949 1950 Jan. Feb. 
$ $ $ $ $ 
United Kingdom ..... Ware 13.70 32.31 33.73 42.81 50.16 
Br. Commonwealth of 
INAULOTIS Te eaieltarss Siete sie 21.89 34.04 63.60 127.75 86.29 

CINE eis etary alee. 3 itt vias 31.35 49.46 71.50 77.49 58.01 

U.S. A. ade eiels’s sisisiers wiles 24.89 47.95 54.60 29.47 19.92 

Other Countries ........ 37.33 65.42 92.21 175.07 131.56 

129.16 229.18 315.64 452.59 345,94 
ae ge ee Se a ee 
; : Value of Exports 

United Kingdom ........ 3.18 11.64 14.02 21.82 14.57 

Br. Commonwealth ...... 26.13 33.52 69.26 139.27 123.32 

aa a slateateis Sraaeaa on 22.10 48.72 121.76 249.06 188.44 

. Ss. AL Reipieisiwisiate|s elelorelale 12.65 19.54 25.73 21.91 16.09 
Other Countries ........ 37.34 79.82 78.86 111.73 105.81 
ee ee 
101.40 193.24 309.63 543.79 448.13 
Sources of Imports (Dollar Millions) 
Monthly Averages 1951 
1947 1949 1950 Jan, Feb. 
$ $- $ $ $ 

Sterling Area .......... 35.33 65.84 94.65 160.66 131 

Hard Currency Area. 42.67 67.93 88.66 127.81 or 

OCNOTS: i onesie c crater iolecsie en cee 51.16 95.41 132.38 164,12 125.66 

129.16 229.18 315.64 452.59 345.94 

Sat! ~ Destinations of Exports 

erling CB! Maat sie 29.67 49.94 84.38 159.88 1 

Hard Currency Area .... 26.74 36.61 46.79 48.93 36.81 
Others ss. .teds oe hoe 44.99 106.69 178.46 334.98 254.28 
101.40 193.24 309.63 543.79 448.13 
ae igen Area: British Common- Canada, Central & South America, 
ealth, Burma, Japan, Philippine Is. Portugal, 


Hard Currency Area: U.S. A, 


Sweden, Switzerland. 
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Trade In Commodities 

Of the more important commodities 
dealt in during February, exports of 
yarn & thread were almost alone in 
showing an increase, being valued at 
$32.5 m. as compared with January’s 
$15.98 m., or a rise of 103.5%; imports, 
however, fell to $12.9 m. as against 
$17.3 m. in the previous month. Rub- 
ber imports dropped to $35.1 m. from 
$61.6 m. in January and exports to 
$67 m. as compared with $79.2 m. 
Textile fabrics showed imports at 
$39.3 m. and exports at $41.7 m., as 
against $46.3- m. and $60.7 m. for 
January. Chemicals fell to $24.3 m. 
for imports and $37.6 m. for exports, 
as compared with $27.5 m. and $49.4 
m. respectively in January. Iron & 
steel imports fell to $14.5 m. and 
exports to $20.4 m., as against the 
previous month’s $20 m. and $25 m. 


SINGAPORE’S TRADE 
IN 1950 


Imports of all items are greater in volume and 
value in 1950 than in 1949 or 1938 except for 
rice and copra which show a decrease in quantity, 


In reference to the present cigarette shortage, 
it is interesting to note that retained imports 
of cigarettes are 6.0 million pounds in 1948, 5.7 
million pounds in 1949 and 6.5 million pounds in 
1950. 


The figures of re-exports show the present 
generally healthy state of Singapore’s entrepot 
trade, 


Of the exports only copra, palm oil, coconut 
oil and pepper show any falling off, even in these 
eases value is increased. Other items show strong 
inereases particularly in value. Rubber exports 
are nearly four times the value of 1949 and 
more than twelve times the value of 1948, 


More copra is now shipped direct from Indo- 
nesia bypassing Singapore. Moreover, more of 
the copra passing through is passed direct to 
Europe for processing there, so that Singapore 
oil mills no longer export so much coconut oil. 


PRINCIPAL OVERSEAS EXPORTS 
OF SINGAPORE 


Summary (Annual Figures) 


EXPORTS Unit 1988 1949 195¢ 
Rubber - 7000 Tons 225.7 484.8 655.9 
$ million 115.6 382.4 1,405.3 
Ei SOR etcee 7000 Tons 24.8 23.0 35.0 
$ million 39.1 120.6 207.2 

Cotton Textiles Million 
Sq. Yds. 25.5 62.2 194.7 
$ million 3.1 46.0 121.7 
Motor Spirit ’000 Tons 859.6 511.9 794.7 
$ million 85.3 61.1 95,0 
Copra . 7000 Tons 120.6 77.2 105.0 
$ million 7.8 41,7 68.7 
Liquid Fuel ’000 Tons 267.4 926.3 1,006.7 
$ million Ke) 52.2 54.7 
Pepper .... ’000 Tons TA 4.9 3.5 
$ million 15 25,7 43.9 

Artificial Silk Million 
Piece goods Sq. Yds. 9.5 7.3 24.1 
$ million 1,0 8.6 24.5 
Palm Oil .. ’000 Tons 33.1 35.0 34.5 
$ million 4.1 24.4 2.22 
Raw Coffee , ’000 Tons 24 6.6 9.2 
$ million 0.5 9.8 12.0 
Cigarettes .. Million Lbs. 1.6 3.3 3.6 
$ million 1,8 13.7 15.8 
Coconut Oil ‘000 Tons 21.2 24.4 13.3 
§ million 2.6 21.9 15.1 


1951 
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BRITAIN’S INTERNATIONAL ECONOMIC 
POSITION 


{The suspension of ECA aid to 
Britain as of January 1 has_ focused 
attention on the fundamental changes 
that have taken place during the past 
three years in the economic relations 
petween the sterling and dollar areas. 
Before 1939 the financins of British 
trade deficits with the United States 
and Canada had been facilitated by the 
United Kingdom’s very large net 
“invisible” earnings from investments 
and services, etc., and by the overseas 
sterling area’s gold output and its trade 
surplus with the United States. By the 
end of the war, this trade and pay- 
ments pattern had been completely 
disrupted. Far from helping to offset 
the trade deficit with the dollar area 
during 1946-49,  Britain’s invisible 
transactions consistently showed dollar 
deficits, while during most of the 
period the overseas sterling area added 
to the drain with sizable deficits in its 
own gold and dollar accounts. To these 
difficulties was added in 1947 the flight 
from sterling that accompanied the 
convertibility crisis. As a result, during 
that year the sterling area had a gold 
and dollar deficit of no less than 4,131 
million dollars, as shown in Table 1. 


PRINCIPAL OVERSEAS IMPORTS 
OF SINGAPORE 


Summary (Annual Figures) 


IMPORTS Unit 1938 1949 1959 
Rubber . 7000 Tons 126.7 187.9 872.8 
: $ million 60.2 102.8 499.6 
Cotton Textiles Million 
Sa, Yds. 89.4 156.6 325.2 
$ million 13.9 110.0 199.9 
Motor Spirit 000 Tons 401.2 615.7 990.6 
$ million 38.0 721 115.6 
PRACET IE varices ’000 Tons 392.5 305.4 286.6 
$ million 25.0 121.8 111.3 
Liquid Fuel *000 Tons 530.8 1,669.7 1,764.5 
$ million 15.4 98.9 94.7 
Artificial Silk Million 
Piece goods Sa. Yds. 13-9 32.5 68.2 
$ million 2.3 37.2 65.1 
Copra +++ 000 Tons 107.1 98.7 102.4 
$ million 6.2 48.1 57.2 
Cigarettes .. Million Lbs. 17.2 9.0 10.1 
j $ million 9.8 82.1 40.5 


PRINCIPAL OVERSEAS. RE-EXPORTS OF 
SINGAPORE BY QUANTITIES 


Summary (Annual Figures) 


Commodity Unit 1938 1949 1950 
Rubber - 7000 Tons 126.7 187.9 372.8 
Cotton Textiles Million 

Sa. Yds. 25.5 62.2 194.7 
Motor Spirit ’000 Tons 359.6 511.9 794.7 
Liquid Fuel , ’000 Tons 267.4 926.3 1,006.7 
Artificial Silk Million 

Goods . Sa. Yds. 9.5 1.8 24.1 
Copra . 7000 Tons 107.1 fe 102.4 
Cigarettes .. Million Lbs. 1.6 3.3 8.6 
Note:—For the calculation of reexports by 


quantity we have taken the import or 
export figure, whichever was the less. 


Trade with the Federation of Malaya is not 
included, because the figures are not yet avail- 
able, so that any figure for retained imports 
derived from these tables (by subtracting exports 
from imports) will show quantities available for 
consumption in Singapore and the Federation. 


‘To finance this huge deficit, the 
British authorities were obliged not 
only to utilize- more than 3,500 million 
dollars of funds borrowed from _ the 
United States, Canada, and the Inter- 
national Monetary Fund, but in addi- 
tion to draw down the sterling area’s 
gold and dollar reserves by almost 620 
million dollars.1 At the end of 1947, 
as shown in Table II, the reserves 
stood at only 2,079 million dollars. In 
April 1948, the European Recovery 
Program began. While during the 
following twelve months the dollar 
position of the sterling area improved 
materially, the so-called dollar gap 
was still distressingly large. In the first 
half of 1949, when sterling’s difficulties; 
were. aggravated by the American 
recession, the over-all gold and dollar 
deficit was at an annual rate of 1,924 
million dollars. Although in that six- 
month period Britain and other ster- 
ling area countries received grants 
under the European Recovery Program 
and various dollar loans in excess of 
750 million dollars, the sterling area’s 
gold and dollar reserves dropped 205 
million dollars. ‘The area’s dollar 
position deteriorated further during 
the summer of 1949, mainly as the 


1 Throughout this article, “sterling area gold 
and dollar reserves’ mean the United Kingdom’s 
official holdings of gold, U.S. dollars, and 
Canadian dollars, to which members of the ster- 
ling area contribute and on which they have the 
right to draw. Not included in these figures are 
United Kingdom private dollar holdings and 
eertain gold and dollar funds held apart from 
the central reserves by members of the overseas 
sterling area. 


result of speculation against sterling, 
e.g., delays both in actual purchases of, 
and in payments for, sterling area 
goods and services by dollar area 
residents who anticipated devaluation. 
Finally, with the gold and dollar 
reserve down to 1,340 million, sterling 
was devalued on September 18. At 
about the same time, evidence was 
accumulating that the American reces- 
sion was at an end. 


TABLE II 
STERLING AREA GOLD AND DOLLAR 
RESERVES 
Date Millions of dollars 

1945-December 82 ...ctswaecsiccces 2,476 
1946-December 31 ..1....c\000.00 0 2,696 
1947-December 31 socccsslssicesns 2,079 
1948-December 31 1,856 
1949-June 30 ....... 1,651 
September 18 ... 1,340 
December 81 1,688 
USHO-Miarch BI > oiiel,.\cleisteretatesvtreire 1,984 
June 80 9 2.0805 2,422 
September 30 ... 2,756 
December 21 3,300 


Source: United Kingdom Balance of Papments, 
1946 to 1950 (Cmd,. 8065), page 28, and 
London Times (January 11, 1951). 


A remarkably swift recovery of the 
British gold and dollar position ensu- 
ed; in the final quarter of 1949 the 
dollar gap narrowed to negligible 
proportions, and in 1950 it was replac- 
ed by a substantial dollar surplus. This 
change ‘was attributable to a variety 
of. factors, among which initially the 
most important was the reduction of 
the sterling area’s dollar imports. In 
the first nine months of 1950 British 
imports from the dollar area as a 
whole and imports by the rest of the 
sterling area from the United States 
and Canada2 were both running at 


TABLE I 
STERLING AREA GOLD AND DOLLAR SURPLUS .OR DEFICIT 
(Annual rate; in millions of United States dollars; + = credit, — — debit) 
I Jan.-June July-Dee. Jan.-June 
co 1950p 1949 1949 1947 


Transactions with dollar area: 
United Kingdom: 
PIMPOPES! (esOsb4)) earereietersie)-inletninialaleieielsiate 
Exports and re-exports (f.0.b.) 
Net. invisible items 
Other transactions 


Net United Kingdom balance 
Rest of sterling area (net) 


Gold sales to United Kingdom by 
sterling area 


Transactions cf entire sterling area with non- 
dollar countries—net gold and dollar receipts 


or payments: 
With other Western Hemisphere ........ 
With ERP countries 
With other nonsterling 
territorial organizations 


Net balance 


Total net gold and dollar surplus (+) 
deficit (—) 


p Provisional. 
* Including 
Monetary Fund. 


countries and non- 


subscription of 28 million 


Bed,130)  at.6 44 el 648 en, 2 70 
734 TET a dR Ae 

35/110, Gas158. epee pss 

aaa 0 —Sabsh eer ee 6 Rene 880) 
EPG ==. 918 56 221,258 21646 
Sh Set eee SR 

Se tem298 =p 800! a aicieee CS gamete ure so 
16:tley SiGe lara Sag Se raw B08 

Aee26 oy 182 <190 eeeensea) 

en ee Eye hyn ee 

es ea) SER a ar — 699 

ee EE enV YE ee HK 


ollars to International Bank and International 


Source: United Kingdom Balance of Payments, 1946 to 1950 (Cmd. 8065), pp. 24-25. 
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annual rates about half of the 1947 
levels. Other factors in the improve- 
ment include the achievement by 
Britain of a surplus in its invisible 
transactions with the dollar area, and 
the virtual elimination of dollar pay- 
ments on behalf of the sterling area as 
a whole to  nondollar  countries,? 
Furthermore, the British Treasury has 
indicated that, since September 1949, 
in marked contrast to the situation 
before devaluation, there has been an 
influx of capital from the dollar area. 
While during the final quarter of 1949 
and early 1950 this movement prob- 
ably reflected the return of funds that 
had flowed out of the sterling area in 
anticipation of devaluation, after the 
outbreak of the Korean war it was 
probably linked to expectations of 
large American purchases of sterling 
area commodities and to short-lived 
speculation on a possible appreciation 
of the pound. Finally, an expansion of 
sterling exports to the dollar area has 
also contributed to the improvement of 
the area’s reserve position, particularly 
in the last half of 1950. Until the 
outbreak of the Korean war, this 
expansion was slow and moderate, but 
thereafter it was rapid and substantial, 
mainly as a result of the boom in ster- 
ling area commodity prices. 


As a result of these various changes, 
a trade and payments pattern similar 
in certain respects to that of the 1919- 
1989 period was discernible in 1950: 
the accounts of the overseas sterling 
area again showed a substantial gold 
and dollar surplus in transactions with 
the dollar area, and this, added to the 
moderate dollar surplus achieved jin 
Britain’s invisible transactions, more 
than sufficed to cover the greatly 
reduced deficits in United ‘Kingdom 
merchandise trade with the dollar area 
and in the gold and dollar transactions 
of the sterling area as a whole with 
eertain nondollar countries. For the 
entire year 1950 the sterling area had 
an over-all gold and dollar surplus of 
no less than 805 million dollars which, 
together with grants by the Economic 
Cooperation Administration and various 
dollar loans to the United Kingdom, 
was reflected in a rise of 1,612 million 
dollars in the sterling area’s gold and 
dollar reserves, to a total of 3,300 
million dollars on December 31. 
Although, as Chancellor of the Exche- 
quer Gaitskell has recently pointed out, 
the December 31 figure in terms of 
constant purchasing power was still 


2.Data on imports by the rest of the sterling 
area from dollar area countries other than the 
United States and Canada are not available, 


3 Under United Kingdom trade and payments 
agreements with certain nondollar countries out- 
side the sterling area, provision is made for 
transfers of gold and dollars under specified 
circumstances, e.g., when sterling holdings of a 
nondollar country’s central bank exceed a speci- 
fied limit, the United Kingdom is obliged to 
transfer to the ceatral bank an amount of ‘gold 
or dollars equivalent to the excess of sterling, 
and vice versa. 
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only about one third of the 1938 
reserves, it was nevertheles more than 
twice the level prevailing immediately 
before devaluation. 


In view of the rise in these reserves, 
an informal Commonwealth economic 
conference decided in September 1950 
to modify the agreement reached in the 
summer of 1949 by the United King- 
dom and other Commonwealth govern- 
ments to reduce their countries’ dollar 
imports to 75 percent of their 1948 
value. Mr. Gaitskell stated in this 
connection that the 75 percent formula 
had been invalidated by price increases, 
stockpiling needs, and the deterioration 
of the international political situation, 
but he emphasized that the Common- 
wealth governments were unanimously 
agreed on the need to rebuild the ster- 
ling area’s gold and dollar reserves, 
increase dollar earnings, and majntain 
strict economy in dollar expenditures. 


As already suggested, striking 
changes have also occurred during the 
last three years in the sterling area’s 
economic relations with nondollar 
countries outside the sterling area. 
Gold and dollar payments by the 
United Kingdom to nondollar countries 
as a result of the transactions of the 
whole sterling area declined from 
almost 700 million dollars in 1947 to 
274 million in 1949, and to an annual 
rate of only 6 million dollars in 
January-June 1950. Most of this 
reduction is attributable to an improve- 
ment in the sterling area’s gold and 
dollar accounts with the nondollar 
Western Hemisphere countries and 
with certain of the countries partici- 
pating in the European Recovery 
Program: Whereas in 1947 Britain 
made gold and dollar payments of 298 
million dollars to the nondollar West- 
ern Hemisphere countries, and of 339 
million to the ERP countries, in Jan- 
uary-June 1950 Britain actually re- 
ceived gold and dollars at an annual 
rate of 16 million from the former and 
of 26 million from the latter. 


In the second half of last year, 
moreover, the sterling area built up a 
surplus with the members of the Euro- 
pean Payments Union equivalent to no 
less than 476.2 million dollars. ‘This 
surplus resulted in: (1) the disap- 
pearance of the sterling area’s- entire 
initial debit with the EPU of 150.0 
million dollars’ equivalent; (2); -a 
decline of 43.2 million dollars’ equiva- 
lent in the existing sterling balances 
of other EPU members; (3) the build- 
ing up by the sterling area of a credit 
in the EPU of 247.5 million; and (4) 
the payment of gold by the EPU to 
Britain to the amount of 35.5 million. 
So long as the sterling area’s EPU 


credit exceeds the prescribed 212 
million dollars’ equivalent, ie, one 
fifth of its total quota, Britain will 


receive gold payments from EPU 
equivalent to one half of any further 
surpluses of the sterling area as a 
whole with the Union. 


April 5 


In the light of these changes in the 
economic relations between Western 
Europe and the sterling area, the 
British Government took several steps 
during 1950 to relax its exchange con- 
trols and thus increase the usefulness 
of sterling as an international currency. 
Under the so-called Uniscan Agree- 
ment, most restrictions on current- 
account payments between the resid- 
ents of the United Kingdom and of 
Denmark, Norway, and Sweden were 
abolished early in 1950, an the regula- 
tions regarding certain capital trans- 
actions were also liberalized. By join- 
ing the European Payments Union in 
the summer of 1950, moreover, Britain 
undertook in effect to make sterling 
freely transferable on current account 
among the other members of the Union 
and between the latter and the sterling 


area as a whole. In addition, along 
with other EPU signatories, Britain 
agreed to end all discriminatory 
restrictions against imports (both 


visible and invisible) from other EPU 
members and to increase to at least 60 
percent the proportion of its private 
trade ‘with other EPU countries that 
was to be freed from quantitative 
restrictions. In recent months, the 
British authorities have further ex- 
tended the area in which sterling may 
be freely utilized for current-account 
purposes by including Austria, Den- 
mark, and Greece in the sterling trans- 
ferable-account system, and they have 
also progressively liberalized the so- 
called administrative transferability of 
sterling. Finally, last December, the 
currencies of the three Scandinavian 
countries were removed from the list 
of “specified” currencies that must be 
sold to authorized dealers for sterling 
when received by United Kingdom 
residents, 


The shifts in the international econo- 
mic position of the sterling area as a 
whole are attributable in no small part 
to changes in the over-all balance of 
payments of the United Kingdom itself. 
Britain’s own international transactions 
on current account showed an aggre- 
gate surplus in 41950 tentatively 
estimated by Mr. Gaitskell at 200-250 
million pounds, in contrast to the 
deficits of 38 million in 1949 and of no 
less than 558 million in 1947. 'The 1950 
surplus was achieved despite a con- 
tinuing deterioration of the United 
Kingdom’s- terms of trade caused by 
rising import prices, and is entirely 
attributable to increased exports and 
invisible earnings. As shown in Table 
Ill, the index of Britain’s import priced 
(1947=100) rose to 147 in November 
from 124 at the beginning of the year 
(and only 110 in September 1949 when 
sterling was devalued) with the result 
that, although the physical volume of 
imports in 1950 was virtually un- 
changed from 1949, their cost increased 
to 2,604 million pounds (c.if.), from 
2,274 million in 1949. British export 
prices, on the other hand, rose much 
more slowly, the index (1947=100) 
rising from 113 iri September 1949 only 


1951 
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TABLE III 
UNITED KINGDOM ECONOMIC INDICATORS 


Wholesale Retail prices 
prices (June 17 


Import 
prices 
Month 


Registered 
$ unemployed 
as per cent 
Export Wage rates Industrial of total 
prices (June 30, production working 


(1938 — 100) 1947—100) (1947—100) (1947—100) 1947—100) (1946—100) populatior* 


eee 


1948-January 209 104 107 
June 219 110 115 
1949-January 218 109 116 
June 229 111 118 
September 228 112 110 
1950-January 241 113 124 
June 252 114 132 
September 268 114 187 
November 284 116 147 
December n.a. 116 n.a, 


106 104 118 7 
109 106 123 1.2 
113 108 124 1.6 
118 109 130 ace 
113 109 132 1,2 
116 110 135 1.6 
119 110 143 1.2 
121 110 F 144 1.2 
125 113 , 150t 1.3 
n.a. n.a. n.a, n.a, 


OC er O _— 


n.a. Not available, 


* Great Britain only (Northern Ireland excluded). 


+ Comparable figure not available. 
+ Provisional. 
Scurce: Central Statistical Office, 


Monthly Digest of Statistics ; 
ment to the Economist, January 6, January 20, 


Records and Statistics, Supple- 
1951. 


TABLE IV 
UNITED KINGDOM BALANCE OF PAYMENTS ON CURRENT ACCOUNT 


(In millions of pounds; 


+ = credit, — = debit) 


le ——— 


Item 


eS 


Current account: 
Imperts (f.o.b.) 
Exports and re-exports (f.o.b.) . 
Net invisible items 


Net balance 


Jan,.-June 

1935p 1949 1948 1947 
—1,150 — 1,965 —1,790 —1,560 
+ 1,042 +1,818 11,583 1,135 
t +1, + 7 
+ 160 -+- 109 +. 127 = 133 
ofr 52 ad =e 80 — 558 


eno 


p Provisional. 


Source: United Kingdom Balance of Payments, 1946 to 1950 (Cmd, 8065). page 7. 


to 116 in January 1950 and 125 in 
November. The expansion in British 
exports (excluding re-exports) from 
1,785 million pounds in 1949 to 2,170 
million pounds in 1950 accordingly 
reflected a 15 percent increase in phy- 
sical volume in addition to the rise in 
prices. On balance, these movements in 
import and export prices, according to 
a recent estimate by Mr. Gaitskell, cost 
aes nearly 300 million pounds in 
0. 


‘The current-account surplus of the 
United Kingdom with the rest of the 
» sterling area, which had amounted to 
89 million pounds in 1947 but had 
risen to an annual rate of 270 million 
in January-June 1949, dropped to a 
rate of only 160 million in the first half 
of 1950. This decline was entirely 
attributable to an increase, on an 
annual basis, in British imports from 
the rest of the sterling area in 
January-June 1950 to 910 million 
pounds, from 764 million in the corres- 
ponding period of 1949; over the same 
period there also were relatively small 
increases both in Britain’s exports to, 
and in her net invisible earnings in, 
the rest of the sterling area. 


In the year ended June 30, 1950, 
moreover, Britain’s sterling liabilities 
to the other sterling countries rose by 
272 million pounds to 2,497 million. 
Plans, however, were announced in 
December 1950 for the systematic 
reduction of the sterling balances held 


by India, Pakistan, and Ceylon. The 
arrangements, which have not yet 
been formally worked out, presently 
contemplate the release of some 274 
million pounds from the blocked ster- 
ling balances of the three countries. 
India is to receive up to 35 million 
pounds annually for six years begin- 
ning next July, and Ceylon up to 83 
million pounds annually for seven 
years as from last July; details of the 
arrangements with Pakistan have yet 
to be announced. Chancellor of the 
Exchequer Gaitskell has suggested that 
by 1957 the sterling balances of the 
three countries might be reduced under 
these plans to something like the 
amounts which they would wish to 
hold in any case as their normal 
reserves. 


While Britain’s current international 
economic position contains elements of 
strength, the outlook is obscured by 
uncertainty as to the impact of the 
expanded defense program and of 
raw material shortages on the coun- 
try’s economy. In the fiscal year end- 
ing next March 31, defense expendi- 
tures were originally budgeted at 781 
million pounds, or about 6 percent of 
the estimated 1950 gross national pro- 
duct. After the outbreak of the Korean 
war, the government announced an 
expansion in the rearmament program 
that called, subject to United States 
assistance, for maximum defense 
expenditures over the next three years 
of 3,600 million pounds. This target 


has recently been raised to 4,700 
million pounds and Prime Minister 
Attlee has indicated that in the fiscal 
year beginning next April defense 
expenditures may reach 1,300 million 
pounds or 62.5 percent more than in 
1950-51 (as now estimated). 


This defense program is_ being 
adopted, as British Government 
spokesmen point out, by a country that 
is already working at ‘‘full stretch” 
with little unused industrial capacity 
or manpower, whose raw material 
position is generally tight and whose 
international economic position can ill 
afford deterioration. Bottlenecks are 
already developing. Among the most 
serious of these is the coal shortage. 
While coal production expanded 
somewhat during 1950, domestic con- 
sumption increased more rapidly than 
output and coal stocks have as a con- 
sequence dwindled to abnormally low 
levels. Coal exports have had to be 
curtailed and some coal has even been 
imported from the United States. With 
much of Britain’s industry dependent 
directly or indirectly on coal for 
power, the government has announced 
a long-term plan for expanding the 
industry’s output, and Prime Minister 
Attlee has called upon the mine 
workers to make special efforts to 
increase production during the next 
few months. 


Moreover, the structure of British 
wages and prices is being forced 
upward, mainly as a result of the steep 
rise in the sterling prices of imports. 
By November 1950 wholesale prices 
had risen 25 percent above the pre- 
devaluation level, as shown in Table 
III. Although retail prices advanced 
only 3 percent over the same period, 
British trade unions have been press- 
ing for wage increases, and the index 
of weekly wages (June 30, 1947=100), 
which had been steady since the be- 
ginning of 1950, rose three points 
between September ang November, +9 
113. 


With a view to minimizing inflation- 
ary pressures on the economy, the 
government has indicated that, in 
implementing the defense program, it 
intends to rely mainly upon increased 
productivity, on grants from the United 


States, and, if necessary, upon a 
reduction in domestic consumption. 
There can be little doubt, however, 


that the competition between the needs 
of economic stability and defense will 
be keen, As Mr. Attlee has observed, 
the main burden of expanding defense 
production will fall on the capital 
goods industries—machinery, vehicles, 
building, aircraft, and electrical goods 
—which produce over 40 percent of 
the country’s exports, as well as much 
that is indispensable for other essen- 
tial home industries. It is therefore 
improbable that, in these circum- 
stances, Britain’s international econo- 
mic position can remain unaffected. 
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THE STERLING-DOLLAR OIL PROBLEM 
AND ANGLO-US COOPERATION 


Despite the substantial improvement 
in Britain’s dollar reserves the fact re- 
mains that since the war the sterling 
area as a whole has had to face grave 
economic problems arising out of a 
shortage of dollars. Nor does the wel- 
come improvement in Britain’s dollar 
fund relieve of the continuing necessity 
of reducing the dollar cost of British 
imports. where this can be done with- 
out dislocation. 


In no sphere of Britain’s overseas 
trade has the problem of dollar costs 
been given more attention than in the 
supply of petroleum’ products, vast 
quantities of which had been imported 
from hard currency sources before the 
war. Britain’s post-war recovery effort 
caused a major increase in consump- 
tion, and without the necessary supply 
of oil most industries would have 
suffered a severe setback. 'The oil in- 
dustry, however, foresaw the problem 
and one of the most important steps in 
the United Kingdom to reduce dollar 
costs in oil was the jnitiation by the 
oil companies themselves, with full 
government support, of a big refinery 
expansion and development program- 
me, designed to raise the refinery 
capacity of the country from 3-% mil- 
lion tons in 1948 to about 20 million 
tons per annum. By far the largest 
single plant in this programme of re- 
finery expansion was the Anglo 
American Oil Company’s new refinery 
at Fawley, near Southampton, now 
designed to produce 6 million tons of 
petroleum products a year from Mid- 
dle East crude which is rather more 
than 25 percent of the United King- 
dom’s anticipated market requirements 
of petroleum. When this new Esso re- 
finery at Fawley and the other new re- 
fineries come into operation during the 
next year or two, the United Kingdom 
will to a very large extent, be relieved 
of the necessity of importing refined 
petroleum products, thus very substan- 
tially reducing the dollar drain. An- 
other important contribution to the 
solution of this problem was the ne- 
gotiation by Standard (New Jersey) of 
a long-term contract for the purchase 
for sterling of Middle East crude oil to 
be refined at Fawley. 


The British government also took 
steps to reduce the dollar expenditure 
by imposing restrictions on the con- 
sumption of fuel oil and by the contin- 
uance of petrol rationing, and when 
Britain’s dollar crisis became especially 
acute at the end of 1949, American- 
owned companies operating in the 
United Kingdom were directed to cut 
back certain imports of oil and to draw 
supplies from  British-owned com- 
panies. ‘This meant a virtual ban on 
imports from American-owned sources 
of fuel oil and a 30 percent reduction 
in dollar imports of petrol. This “sub- 
Stitution plan”, as it was called, was 
highly controversial. The British Gov- 
ernment maintained that the plan was 


essential to conserve dollars, but 
American oil companies, on the other 
hand, pointed out that the cost of in- 


ereased production to British and 
British-Dutch companies, in effect, 
meant that these savings were 


unrealistic owing to the inevitable dol- 
lar element in the production of ail oil, 
irrespective of its origin. 


The Jersey Company and its affili- 
ates, however, fully recognized Britain’s 
dollar problem and continued to exert 
every effort to mitigate it, consistent 
with their views regarding sound prin- 
ciples of economics and international 
trade. As a result, negotiations took 
place between -Jersey, the Anglo 
American Oil Company and the British 
Government, and a plan was evolved, 
in May last year, to end petrol ration- 
ing in the United Kingdom. In this 
Jersey undertook to supply all the 
additional petrol requirements of their 
British and- sterling area affiliates for 
100 percent sterling payments, the 
sterling receipts being used for the 
purehase of British materials and 
equipment required for operations in 
non-sterling areas. Not only did this 
plan afford immediate relief from long- 
standing restrictions imposed on the 
British motorist, but it also set qa pat- 
tern under which British industry as a 
whole will benefit substantially as a 
result of new orders placed with it for 
a wide range of items of equipment 
required by the oil industry. This 
plan was not intended as a permanent 
solution, but rather to cover the period 
up to the completion of the new Esso 
refinery at Fawley which was original- 
ly scheduled for operation at the be- 
ginning of next year. Apart, however, 
from the immediate benefits it gave to 
industry and to individual motorists, it 
introduced a greatly improved atmos- 
phere and emphasized the genuineness 
of the American companies’ desire to 
find a solution to the sterling-dollar oil 
problem, which would be permanent 
and satisfactory to all concerned. 

Immediately after the derationing 
scheme had been introduced, further 
informal and unofficial talks commenc- 
ed between Standard (New Jersey) 
and the British Government with a 
view to establishing a still freer world 
oil trade. Experience had shown that 
the maximum benefits for minimum 
dollar costs could be achieved by 
cooperation and frank discussion, of 
mutual problems. It was a method 
which had always worked well in 
solving British-American problems and 
it has been found that agreement is 
usually possible without loss of prin- 
ciple. It was in this spirit that the 
negotiations continued from which, 
ultimately, a- new agreement 
emerged which provides that affiliates 
ot Standard Oil Company (New Je - 
sey) are to be accorded equality with 
British and British-Dutch oil com- 
panies in the sterling area. According 
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to the \agreement Standard Oil and its 
affiliates in the sterling area will take 
immediate steps that will result in a 
decrease in the net amount of dollars 
required for their oil sales in the 
future, At the same time the companies 
have been assured that their trade in 
the sterling area will bé as free from 
restrictions as that of British - Dutch 
companies. Among .the steps being 
taken to implement this agreement 
are: 1. Purchase of substantial 
amount of oil from sterling sources. 
2. Advancement of the completicn 
date of the new Esso Refinery at Faw- 
ley. 3. Proceeding with the second 
phase of this refinery to provide for 
the production of tractor fuel and 
lubricating oils. These two projects are 
expected to be completed by 1954 and 
will result in additional dollar savings. 
In addition, Jersey Standard has 
undertaken to keep to a minimum, by 
all reasonable means, the dollar cost of 
tankers required to conduct its trade 
within the sterling area. Already two 
26,500-ton supertankers are on order 
with Vickers-Armstrong company, and 
early in January the Anglo-American 
Oil Company asked for bids from Bri- 
tish shipyards on four other ships. 


By 1954, when all the provisions of 
the new agreement have been fully 
implemented, nearly all the petroleum 
requirements of Jersey’s affiliate in the 
United Kingdom will be provided by 
importing Middle East crude for ster- 
ling and refinimg it locally as compared 
to the importation of products for 
dollars. 
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CHINA’S AGRICULTURAL DEVELOPMENT 
AND PLANNING 


By C. Y. 


For thousands of years, China was 
an agricultural country. For the past, 
on the basis of the total farm popula- 
tion, it was estimated that the average 
farm area was 4.37 shih mow. (one 
Chinese shih mow equals to 0.1647 
acre) per farmer, or 22.95 shih mow 
per farm household. The meagerness 
of pér capita farm area is thus obvious. 


It was really a marvelous achieve- 
ment that the Chinese peasants with 
such a limited area of cultivated land 
to work with were able to produce 
enough to keep the life of the nation 
going for so long a time. Manifestly, 
such an achievement would have been 
impossible had it not been for ‘the 
hard working, patience and ingenuity 
of the Chinese peasants and the inten- 
sive and elaborate way in which this 
limited area available was utilized for 
crop production. * 


Today, China is still predominantly 
an agricultural country. According to 
a recent estimate, of her total popula- 
tion of 483,687,862, 396,978,491, or 
82.19 percent, are farming population 
with the cultivated land. estimated at 
1,474,671,594 shih mow. Of the total 
national production, no less than 90 
percent is accounted for by agriculture, 
while industry contributed only a 
meagre 10 percent. Therefore, the 
development of agriculture is of the 
greatest importance to China at the 
present stage. 


-For years, many progressive Chinese 
economists have proposed that before 
China: plunges into a program of 
industrial development, she must first 
improve and develop her agriculture. 
The industrialization of China must be 
built on the foundation of agriculture. 


Therefore, our foremost task is to 
improve the present plight of the pea- 
sants, to multiply their productive 
capacity and to auginent their purchas- 
ing power. Only through this process, 
the formulation of industrial capital 


and capital accumulation will be 
possible. 
After all, it has been pointed out 


most emphatically that in the last 
analysis, raw materials so indispens- 
able for industrial manufacturing are 
mostly agricultural products which 
must come from China’s countryside. 
The vast rural districts are China’s 
major markets for finished ‘products 
which must be promoted. Both man 
power and needed capital for the 
industrial development must all come 
from rural China. 


For these reasons, these economists 
have also attached much importance to 
the land reform in the country, and 
they all have ben hoping for its early 
successful completion. This is because 
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without this “Land Revolution,” the 
present miserable plight of the Chinese 
peasants can not be improved. So long 
as the Chinese masses were in the 
state of cold and hunger, no economic 
progress in the nation is possible. As 
aptly pointed out by Vice-Chairman 
Liu Shao-chi, “Unless we change this 
situation (meaning feudal exploitation 
through land’ ownership), the victory 
of the Chinese people’s revolution can 
not be consolidated, the productive 
forces in rural areas can not be set 
free, the industrialization of New 
China can not be realized, and the 
people can not enjoy the fundamental 
gains of the victory of the revolution.” 


That is why the military victory 
must be followed by a gigantic land 
refonn movement which, as stipulated 
in the new Agrarian Reform Law, is 
to ‘abolish the land ownership system 
of feudal exploitation by the landlord 
class and institute the system of pea- 
sant land ownership in order to set 
free the productive forces in rural 
areas, develop agricultural production 
and open the way for China’s indus- 
trialization.” 


FOOD IMPORTS IN THE PAST 

But the great tragedy was that 
although China has been traditionally 
an agricultural- country, in the past, 
she was increasingly dependent on 
foreign food supplies to feed her people. 


The dependence of China on import- 
ed food dates back more than 200 
years from 1721. In that year, Emperor 
Kang Hsi of the Ching Dynasty order- 
ed the import of 300,000 tons of 
Siamese rice into Kwangtung, Fukien 
and Ningpo. During the reign of 
Emperors Chien Lung and Yung 
Cheng, the import of foreign rice was 
repeatedly encouraged, thus becoming 
a practice henceforward. The grain 
imports were not only unrestricted, but 
also favored by being duty-free. The 
Peiyang warlord government and 
Kuomintang government continued 
such a policy. 


But in Manchu times, the volume of 
fool imported: was at most only 1,000,- 
000,600 catties. Since the establishment 
of the Republic, the volume continued 
to increase reaching 4,000,000,000 at its 
height. At the same time, the propor- 
tion of food among the imports also 
rose steadily. Food came within the 
first six places since 1882, jumped to 
the second place in 1930 and reached 
the first place in 1932. In that year, 
food imports constituted 19.67 percent 
of the total net value of all foreign 
imports, whereas machinery made up 
only 2.95 percent. 


In his The Reform of the Economy 
of China, written before the War of 
Resistance, Dr, Ma Yin-chu pointed 


out that the total value of food imports 
to China from 1927 to 1929 occupied 
70.1 percent of the total import ex- 
cesses of the same period. Thus, if 
we could abstain from importing 
foreign rice, import excesses would be 
slashed greatly. In 1927, the value of 
imported rice was 147 percent of 
import excess, which shows that if no 
rice were imported, we might have 
turned import excess into export 
excess for that year. 


What makes one most indignant is 
the fact that during plentiful years, 
the import of foreign food was not in 
the least abated. For example, in 1931, 
there was a big flood throughout the 
country, and the next year (1932) food 
poured into the country from abroad. 
But the year 1932 was a bumper year, 
and ‘yet still greater volume of food 
was imported the next year (1933). 


Shanghai was a large grain market 
and also a chief port for food importa- 
tion. Not only places remote from 
Shanghai, like Hunan and Kiangsai, 
but also nearby Wuhu, one of the four 
largest rice markets in China, seriously 
suffered from imported «rice. 


TWO SHORTAGES ENDED 

Shortly’ after ‘its inauguration, the 
Central People’s Government was fully 
determined to change this situation. A 
Plan for Increasing the Production of 
Grains and Cotton in 1950 was adopted 
by the National Agricultural Produc- 
tion Conference which met in Peking 
from December 8 to 21, 1949. 


Apparently, during this initial stage 
of development, the promotion work 
was centered primarily around the 
rehabilitation and the production of 
grains and cotton. Indeed, the solution 
of the food and cotton problems is the 
prerequisite to ensure supplies for 
military, civilian and industrial needs. 


Through the enforcement of this 
plan and a _ nation-wide ‘Produce 
More” movement, this age-old food 
shortage was at last brought to an end 
in 1950, 


The nation’s grain harvest in the 
last year exceeded that of the previous 
year by some 10,000,000 tons, and 
represented 85.7 percent of the pre- 
war yield. This meant an average of 
250 kilograms of grain for every man, 
woman and child in China, or double 
the average annual per capita con- 
sumption in the recent centuries. From 
now on, the Chinese people will no 
longer be faced with the question of 
how to ward off hunger and starvation, 
but with the question of how to eat 
better. 


During the pre-war ‘years from 1931 
to 1936, an average total of 2,795,000 
piculs of raw cotton was annually 
imported into China, From 1937 to 
1945, the annual average was 1,580,- 
000 piculs, During the two post-war 
years of 1946 and 1947, some 9,500,000 
piculs ‘of foreign cctton were imported 
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to China. Almost all the supply of raw 
cotton to Shanghai and Wusih which 
boast three-fourths of the total 
spindles of the country was completely 
dependent on foreign supplies, while 
native cotton was driven from the 
market. ‘ 


But in 1950, the cotton production 
registered ‘an increase of 260,000 tons 
over that of 1949, surpassing the pre- 
war annual average by 20 percent, and 
reaching 82.8 percent of the all-time 
record harvest of .1936. This crop is 
sufficient to keep all China’s textile 
mills running for a whole year, while 
also meeting normal consumer’s 
demands. Thus, another shortage was 
ended. 


REASONS FOR 1950’s BUMPER 

CROPS 

But these bumper crops of 1950 were 
not due to climatic conditions of the 
last year, which in fact were not 
unusually favorable. They were the 
result of the whole year of hard work 
put up by the People’s Government 
and the peasants. 


Throughout the year, the People’s 
Government had taken many measures 
to encourage farm -production. The 
government loaned out 700,000 tons of 
grain to the peasants during the year 
at very low interest rates or none at 
all in order to help them solve their 
production problems. In these various 
ways and many others, the government 
did everything within its power to 
facilitate agricultural production. 


The government also made every 
effort to help the peasants ward off or 
minimise natural calamities. During 
the year, the government carried out a 
number of other extensive irrigation 
projects, including the repairing or 
sinking of 68,000 wells. This work led 
to the restoration or opening up of 
3,000,000 mow of fertile paddy fields. 


Due to government encouragement 
and assistance, more than 4,600,000 
mow were planted with improved 
grain seeds south of the Great Wall, 
while another 10,000,000 mow were 
sown with high-yielding, pest-resistant 
cotton seeds. To help the peasants 
combat pests, the government distri- 
buted 1,250 tons of insecticide, suffi- 
cient to protect 19,000,000 mow of farm 
land. The government also loaned out 
54;000 sprayers for the peasants to use 
free of charge. 


During the year, no less than 29 new 
mechanised state farms were organized 
to carry out agricultural experiments 
and to provide models of good farm 
management for the peasants to study 
and follow. 


Still another factor was the role 
played by tens of thousands of agricul- 
tural model workers. They have done 
much to raise output by their indefa- 
tigable efforts or by many ingenious 
means. They are the vanguards of the 
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peasantry who set the pace for others 
to follow. Together with the peasant 
masses, they fought tirelessly and 
successfully for the bumper crops. 


Lastly, but not the least, by 1950, in 
some parts of People’s China, the 
agrarian reform has already been 
completed where land distribution was 
carried out. But by restoring the means 
of production to the full ownership of 
the producer and giving him full title 
to the products of his labor, an unpre- 
cedented wave of latent productive 
enthusiasm, initiative and creativeness 
was released. 


As a result of these revolutionary 
changes, 2 peasant working the same 
plot he had cultivated for years usual- 
ly attained a much higher yield in 
1950. Since he was no longer working 
mainly for some landlord, he was. will- 
ing to invest in more fertilizer, and to 
hoe more intensively than in the past. 
He was also eager to reclaim more 
wasteland with the result that 12,000,- 
000 mow were reclaimed in China 
during 1950. 


The harvest of 1950 will go down in 
China’s history as the turning point in 
the struggle of the liberated Chinese 
people for a fundamental turn for the 
better in their own living standards. 
Since agricultural production and 
handicraft industry account for 90 
percent of the total national income, 
the recovery of agricultural production 
virtually means the recovery of China’s 
national economy. 


AGRICULTURAL PLAN FOR 1951 
The year 1951 opens with the Cen- 
tral People’s Government promptly 


announcing the new Agricultural Pro- 


duction Plan for the year. 


Under the 1951 plan, China’s grain 
output is to be increased by 7.1 percent 
compared with the 1950 record which 
was 11.8 percent above the 1949 level. 
Cotton output for the current year is 
to be raised to 36.9 percent over last 
year’s crop ‘which was 58.9 percent 
above the 1949 record. 


With the last year’s levels taken as 
100, the 1951 output of jute will ke 
169 percent; cured tobacco leaves, 424 
percent; black tea and green brick tea, 
135 percent; domestic silkworm 
cocoons, 114 percent; wild silkworm 
cocoons, 156 pexcent; raw materials for 
oil, by 109 percent; raw materials for 
sugar by 129 percent, and of marine 
products, 120 percent. 


In 1951, trees will ke planted on 
more than 2,200,000 mow of land, while 
another 56,000 mow will be given to 
tree nurseries, 


This famous Resolution on Measures 
for lncreasing Agricultural Production 
and Expanding Afforestatlon in 1951, 
adopted by the Political Administra- 
tion .of the Central People’s Govern- 
ment on February 2, 1951, requires 
that in the current year, agricultural 
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output in all old liberated areas where 
agrarian reform has been completed 
(except those areas where natural 
amages and war destruction have 
been serious) shall outstrip the pre- 
war annual average. In areas where 
agrarian reform will have been com- 
pleted last winter and this spring, the 
output is to approach the pre-war 
annual average, and in areas where 
rent reduction is carried out but full 
scale agrarian reform is not yet in 
force, the production is to outstrip the 
1950. level. 


Tr ensure a successful fulfillment of 
this year’s plan, a series of production 


‘policies has been adopted. An underly- 


ing principle is to encourage the pool- 
ing of individual resources through 
mutual aid teams or other voluntary 
formations. Such teams will receive 
preferential loans, technical guidance, 
improved seeds, insecticides, sprayers, 
modern farming tools and other means 
of production from the state. Their 
surplus products will also be purchas- 
ed preferentially by the state trading 
concerns. These products will not have 
to pay tax on their extra crop. 


The Resolution also points out that 
one of the best ways to help develop 
agricultural production is to ensure 
marketing of rural products through 
contracts. between co-operatives, local 
mutuat aid teams and state trading 
concerns. The latter are to join with 
private merchants to organize market- 
ing of rural products on q national 
scale. 


To encourage peasants to produce 
more cotton, tobacco and jute, the 
state guarantees the purchase and 
marketing of such products at reason- 
able rates of exchange with grain. 


In 1951, great efforts will be concen- 
trated on further improving farming 
technique among the peasants through 
election of model famers, production 
exhibitions, technical study classes, 
comparison of crops and harvests and 
other’ popular movements jin rural 
areas. At the scine time, the Resoluticn 
also points out tsaat private invest- 
ments for the development of agricul- 
ture, afforestation cnd water conser- 
vancy are to be facilitated and 
protected. 


The Itinistry of Agricu'ture is re- 
ported t> have worked out a plan fox 
providing more and better farm 
umplements for the peasants. This is 
one oi the governmey.t's measures to 
help the peasants reach this year's 
agricultural production’ target. 


; Under this plan, about ten millicn 
implements—ploughs, harrows and the 
like—will be préduced. In eddition, 
modern labour-saving cr improved 
farm implarents will ke made avail- 
able in impcrtent areas growing 
cotton, tobaceo, etc., and also members 
of outstanding mutual aid teams. 
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In the last year, in North China 
alone, a total of nearly two million 
new implements were distributed to 
the peasants, and many horse-drawn 
and improved farm machines were 
introduced for use. Many of them came 
from the Soviet Union, and were made 
available to mutual aid teams mainly 
in the Northeast and North China. 


A timely directive has also been 
issued by the Central Committee of the 
Communist Party of China to the party 
committees of all levels and members 
of the party and Youth League in the 
countryside, calling on them to work 
hard to guarantee the fulfillment of 
the year’s production plan for agricul- 
ture and afforestation. 


PLAN FOR EAST CHINA 


The Agricultural Production Plan 
for East China for 1951 calls for the 
fulfillment of the following targets: 


The total output of grain is to reach 
62,461 million catties, 4,235 million 
catties more than 1950’s, or an increase 
of 7.27 percent. Improved grain seeds 
are to be sown over an area of 2,222,- 
000 mow, 23,049,000 catties of improv- 
ed grain seeds are to be purchased for 
this purpose. Besides, 67,966,000 catties 
of better grain seeds are to be given to 
the peasants on an exchange basis. 


The total output of cotton is to reach 
4,570,200 piculs with the total area of 
cotton plantation set at 1.8 million 
mow. In other words, the average out- 
put for each mow is to be raised to 
25.39 catties. Improved cotton seeds 
are to be sown over an area of 4,630,- 
000 mow and improved ramie seeds 
over an area of 345,000 mow. 


Livestock raising is to be encourag- 
ed. Increased breeding of 274,000 farm 
animals, 1,288,000 pigs and 277,000: 
sheep is to be achieved, in addition to 
the 1950 record of 7,704,000 farming 
animals, 


The total area of mulberry planta- 
tion is to reach 2,060,000 mow with the 
“production target for silkworm eggs 
set at 1,718,000 sheets and that for 
silkworm cocoons at 593,240 piculs. 


The total area of ramie plantation 
will reach 728,000 mow with the 
production target set at 1,529,000 
piculs, ; 


The total area of tobacco plantation 
is to reach 625,000 mow with the total 
output set at 904,500 piculs. The quali- 
ty is to be improved, and the average 
output for each mow is to be raised in 
order to meet industrial requirements. 


The output of black tea is to be 
raised while, on the other hand, that 
of green tea reduced in the tea- 
producing areas of Chekiang, Fukien, 
North and South Anhwei. 


The total area for peanuts plantation 
is to remain the same as in 1950, i.e. 
7,570,000 mow. 


FAR EASTERN ECONOMIC REVIEW 


A total of 2,030,000 mow of moun- 
tainous land will be enclosed for 
natural reservation. Raising of seedl- 
ings-is to be carried out over 10,000 
mow of land. Trees are to be planted 
over 4,800,000 mow of land. 


Great efforts are to be devoted to 
the work of preventing drought and 
flood as well as the work of irrigation 
control. The peasant masses will be 
extensively mobilized to restore and 
build up small-size appliances for car- 
rying out land irrigation and water 
conservancy. It is expected that the 
total area of land to be benefited by 
irrigation systems will reach 10 million 
mow. 


Under this plan, the peasant masses 
will be extensively mobilized to par- 
ticipate in the drive to combat insects 
and plant-diseases by taking up 
measures already proved to be efficient 
as well as by making use of all kinds 
of effective insecticides and appliances. 


Such anti-insect drive is to be 
carried out over 26,570,000 mow of 
ricefields and 2,650,000 mow of cotton 
plantation. Measures are also to be 
taken to prevent plant-diseases over 
5,400,000 mow of rice fields and 240,000 
mow of cotton plantation. 


The quantity of fertilizer to be 
applied to the soil is to be increased 
by another 100 percent as compared 
with 1950. Supply of chemical fertili- 
zers, bean-cakes and other kinds of 
fertilizers sold in the market is to be 
extended to the pre-war level. 


The 10-point Agricultural Production 
Promotion Program recently announced 
by the Military and Political Affairs 
Commission of East China may be 
summed up as follows :— 


1. 'To protect land and properties 
already distributed to the peasants and 
to guard against any encroachment 
thereon. 


2. To protect labour gains and 
legitimate profits of the peasants and 
to guard against any encroachment 
thereon, 


3. To commend model peasants, to 
popularize the knowledge of agricul- 
tural science, to promote res@arch on 
agricultural science and to encourage 
inventions and innovations. 


4. 'To carry out the policy of the 
Central People’s Government on the 
imposition of tax burden aimed at 
encouraging production. (That is, no 
heavier burden shall be imposed on 
land which yields a higher annual out- 
put, while whereas no lighter burden 
shall be given to land which yields 
output lower than normal annual 
output. 


5. To develop mutual labor-aid in 
rural areas on the basis of voluntary 
and equivalent exchange, and in 
accordance with the circumstances of 
the localities concerned, and to develop 
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supply and marketing co-operative 
enterprises on a voluntary and mutual- 
ly beneficial basis, 


6. 'To accord freedom of loaning on 
the principle that loans must be repaid 
to creditors by debtors and that rates 
of interest must by fixed by both sides, 
to encourage the flow of funds from 
cities to the countryside, and to protect 
legitimate undertakings and legitimate 
pron through the utilization of the 
funds, 


7. To allow the developenent of a 
rich-peasant economy and to ensure 
the freedom of employment of farm- 
laborers provided that the wages are 
fixed through consultation between the 
employers and the employees according 
to the principles of mutual benefit and 
on the basis of relevant government 
laws and decrees, 


8. To share in the task of tilling for 
the families of martyrs and armymen 


and to encourage the families of 
martyrs and armymen as well as 
honorably wounded armymen to 


actively participate in production. 


9. To urge landlords and loafers to 
actively participate in production, to 
prevent land from remaining idle, and 
to severely punish those landlords and 
KMT secret agents who commit such 
illegal acts as sabotage of production. 


10. ‘To continue to carry out such 
production policies as the reduction of 
rent and interest and the safe-guard- 
ing of tenant rights and tillers’ right 
to reap the fruits of their own labor. 


In coordination with the promotion 
of the East China Agricultural Produc- 
tion Plan of 1951, the People’s Bank 
will soon release a loan of Y138,000,- 
000,000 to the peasants for the spring 
sowing. 


It may be recalled here that in 1950, 
the same Bank had granted the same 
amount of loans which helped three 
million peasant families in East China 
to solve their seed and fertilizer diffi- 
culties caused by flood, famine and 
insect pestilence in the previous year, 
and enabled no less than 21,800,000 
mow of fields to be sown. These 
peasants reaped a splendid crop, and 
after reimbursing the Bank, were able 
to buy fertilizer and farming tools with 
their surplus earnings. 


According to another report, a sum 
of Y700,000,000 in the form of a fer- 
tilizer loan will be released by the 
Shanghai Federation of ‘Co-operatives 
to cotton growers in Shanghai subur- 
ban areas in April and June, 70 
percent of the loan will be for co-op 
members and the rest for non-mem- 
bers. This sum will be distributed 
among 120,000 cotton growers. To meet 
their needs, the loan will be in kind, 
fertilizer. and bean-cakes being sup- 
plied to them at fixed rates, 


(Turning to the tax burden of. the 
peasants in East China, a comprehen- 
sive review reveals that it was reduced 
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in 1950 as compared with that in 1949. 
The actual amount of: public grain 
levied in 1950 exceeded the estimated 
figures by 2.5 percent, but the total 
burden imposed on the peasants was 
relatively reduced. With grain surtax 
included, the actual public grain 
collected was roughly 14.44 percent of 
the estimated annual production, or 
14.01 percent of the actual yield of the 
year which was a year of good harvest, 
whereas the percentage collected in 
1949 was 21 percent of the actual 
yield. Accordingly, for the year 1950, 
the peasantry secured an average 
increase of 148 catties of surplus grain 
per capita as compared with 1949. 


NEW URBAN-RURAL RELATIONS 


Under the defunct Kuomintang 
regime, urban and rural areas were in 
great <isharmony and were virtually 
opposing to each other economically. 
That day has gone forever in China. A 
new era of mutual help between urban 
and rural areas and of co-operation 
between industry and agriculture has 
opened in People’s China. 


The bumper harvest of 1950 had 
greatly helped the interflow of. goods 
between cities and countryside and 
increased the purchasing power of the 
peasant masses. It also had a marked 
effect on the rehabilitation of industry 
and commerce in the various cities. 


In. 1950, the state trading concerns 
had played a leading role in the work 
by carrying out a vast program of 
purchasing agricultural products at 
prices favorable to the peasants. 
During 11 months from January to 
November, 1950, they bought from the 
peasants more than one million tons 
of grains, 250,000 tons of cotton, 4,500 
tons of hog bristles, 950,000,000 eggs, 
29,000 tons of tea, more than 30,000 
tons of tea bricks, and large quantities 
of raw silk, wool, sausage casings. 
tobacco, and tung oil, and another 
8,400 tons of wool, 8.5 tons of fine wool, 
and 65 tons of camel hair from the 
people. The China National Native 
Products .Corporation ‘cught no less 
than 370,000,000 catties of native pro- 
ducts from the peasants, while a total 
of Y825,000,000,000 was loaned out to 
assist them to boost their production 
during the year. 


After having converted their pro- 
ducts into good cash, the emancipated 
peasants have become the nation’s best 
customers for industrial products. 


_ Formerly, toilet soap, electric flash- 
lights, bicycles and other goods were 
all considered as luxuries beyond the 
reach of the peasants to buy any, but 
now they are in great demand. The 
peasants are buying more machine- 
spun fabrics, instead of home-spun 
cloth. Cigarettes from factories ‘are 
gradually ousting crude tobacco. 


During 1950, the purchasing power 
of the peasants in China’s Northeast, 
for example, rose by 32 percent, and 


that of workers by 20.5 percent. With 
the increase in the purchasing power 
of the broad masses also comes the 
great demand for industrial products, 


As a result, more and more factories 
and shops have been opened in cities 
and towns, and the number of unem- 
ployed has been decreasing daily. 
Factories in the bigger cities have 
received more orders for their products 
from factories in the smaller cities. 
(The very reason why the industrial 
and commercial circles in Shanghai 
have made a turn for better is there. 


The many co-operatives throughout 
the country have also played an 
important part in bringing cities and 
villages together. Apart from reducing 
middlemen’s exploitation, they are a 
most important factor in helping to 
organize China’s scattered individual 


producers who represent nearly 90 
percent of national production and 
lead them to increase production 


through the co-operative operations. 


By September 1950, there were 
45,000 basic co-eperatives in People’s 
China, mainly supplies and marketing 
co-operatives and consumers’ co-opera- 
tives. The total co-operative member- 
ship grew from 13 to more than 25 
million in 1950. Their share capital 
amounted to Y840,700,000,000, repre- 
senting an increase of 224 percent over 
the capitalization in 1949. 


These co-operatives helped the pea- 
sants to dispose of their surplus 
agricultural products at higher prices 
and supply them with industrial goods 
at lower prices than those on the 
market. Thus, these co-operatives have 
become a means of fraternal co-opera- 
tion between cities and the country- 
side. 


IMPORTANCE OF AGRARIAN 
REFORM 


Today there is a constant interflow 
of industrial and agricultural products 
between urban and rural areas, and a 
frequent exchange of native products 
between the producing and consuming 
centers in the country. This is the key 
to China’s prosperity in the present 
stage of development. 


But all these strenuous efforts have 
virtually revived China’s rural econo- 
my, and has greatly increased the 
purchasing power of the Chinese. 
peasant masses who, as stated in the 
beginning, make up no less than 82.19 
percent of the Chinese population. 


According to one estimate, the 
amount of rent paid by the peasants 
to their landlords was from 50,000,- 
000,000 to 60,000,000,000 catties of 
grain a year. If this amount is given 
back to them, it will enable the 
peasant to buy from 200,000,000 to 
240,000,000 bolts of cotton cloth at the 
usual price of 250 catties of grain for 
one bolt of cotton cloth. 
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After the completion of the agrarian 
reform in the country, some Chinese 
economists have estimated that the 
purchasing power of the Chinese pea- 
sant masses will be increased to 
28,000,000,000 catties of grain a year. 


Thus, it is clear that when the pea- 
sants are free from. this age-old exploi- 
tation by their landlords, and when 
the agrarian reform is completed, the 
purchasing power of the Chinese pea- 
sant masses will be immensely increas- 
ed, and their demand for industrial 
and consumer’s products is bound to be 
very great, far beyond the present 
capacity of factories in the country to 
supply. 


Therefore, there is every justifica- 
tion for the Central People’s Govern- 
ment to advance the schedule for the 
completion of the agrarian reform to 
an earlier date. 


EDUCATION FOR PEASANTS 


For the first time in the Chinese 
history, workers in factories and mines 
and peasants in villages are learning 
how to read and write during their 
free hours. In the last winter, a vast 
number of the peasants attended the 
“Winter Study Classes.” Blackboard, 
newspaper, broadcasting and individual 
persuations were all used for educating 
the illiterate peasants. 


The directive issued by the Ministry 
of Education of the Central People’s 
Government on December 14, 1950, 
pointed. out the importance of raising 
the present cultural level of the pea- 
sants as one of the urgent tasks in the 
national cultural reconstruction. This 
directive instructed those in charge to 
strive to enable the peasants to read’ 
and write 1,000 characters within three 
or five years. Under this regulation, the 
peasants are required to attend classes 
for no less than from 150 to 200 times 
a year, of from one to two hours each 
time. Except harvest seasons, all pea- 
sants are urged to attend such classes. 


In one place, one aged peasant, after 
attending the winter study class for a 
short time, and in expressing his 
impression, said: “For four generations, 
not a single member of my family 
could read or write. We always beg 
for others’ help in reading and writing 
something, Often we were cheated 
because we know no character. Now I 
pledge myself to read 500 characters 
this winter.” 


The above may sum up what has 
been going on in People’s China today 
in the agricultural field. Through the 
enforcement of the new Agricultural 
Production Plan for 1951 and with the 
campletion of the agrarian reform in 
large parts of the country, China’s vast 
countryside which has already _under- 
gone a tremendous change in 1950. 
will be more fundamentally changed 
which will “open the way for China’s 
industrialization” at an accelerated 
rate. 
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CHINA’S COTTON TEXTILE INDUSTRY 


IN 


China’s textile industry in 1950 not only re 
covered from the stagnation which it and all 
other industrial life suffered after the communist 
take-over, but surpassed its 19386 (the last pre- 
war year) cotton yarn production level by 16 
per cent and cotton cloth production level by 7.8 
per cent. In recent decades the overwhelmingly 
large proportion of raw materials for the textile 
industry were imported. From 1919 to the out- 
break of the War in 1987, cotton fabrics took 
third place on China’s import lists. In 1946, 
cotton from foreign sources took first place in 
imports and accounted for 92.8 per cent of the 
cotton used by the textile industry. While there 
was a reduction in the cotton import figures for 
1947 and 1948, the percentage of imported cotton 
used in the industry remained high—between 30.9 
and 35.8 per cent of the total, With this inflow 

_of foreign cotton, production within the country 
declined seriously. The Chinese textile industry 
had to rely on foreign countries for its supply 
of raw materials. 


Three main factors were involved in the recent 
transformation of the industry. First the raw 
material, cotton, had to be supplied by the coun- 
try itself. By November, 1949, plans to achieve 
this were underway. By October, 1950, the suc- 
cess of these was demonstrated by results. At 
the present time, China’s textile mills are ade 
quately supplied with cotton which China itself 
has produced, Secondly, there was the considera- 
tion of a market for the products of the textile 
industry. This could only be created by substan- 
tially raising the purchasing power of the people. 
As a result of the land reform, the purchasing 
power of over 145,000,000 rural inhabitants has 
been increasing in the “Old Liberated Areas.’? 
And in areas “liberated’’ in 1949 and later, the 
rent reduction movement preceding land reform 
raised the purchasing power of a large part of 
the peasantry. This was especially true after 
the good 1950 autumn harvest. As the economic 
situation of the whole nation improves, the mar- 
ket for textile products expands. Thirdly, the 
mis-management existing in the textile mills over 
many years was another problem that had to be 
solved. While one of the main problems in many 
of the factories taken over by the state from 
bureaucratic capitalists, was their bureaucratic 
methods of management, in the privately-owned 
mills the main task was to rid them of their 
speculative nature, Those enterprises taken over 
by the state were transformed to serve the peo- 
ple’s interests, and privately-owned mills were 
encouraged to follow -suit.” 


To abolish the bureaucratic elements in factory 
management, Factory Administrative Committees 
composed of representatives of the workers, the 
Communist Party branch and management have 
been set up in every state factory. All important 
questions are discussed at_ these committee meet- 
ings and their decisions are carried out, with the 
factory director having the final say. The work- 
ers have worked zealously to increase production. 
The output of each loom, each spindle, has been 
Increased. Production records have been beaten 
over and over again. Many textile workers have 
been elected “labour heroes.” 


Cotton Industry Production in 195( 
(In State-operated Factories) 


Production 
Preduct Locality; In 1950 

20’s yarn per spindle per 20 hours 
Shanghai 1.040 lbs. 
Tientsin 1.112 Ibs. 
Tsingtao Brave 1.052 lbs. 

2 Ib. cloth per loom per 20 hours 
ham Ha ee desialele sec eikieie ob . 94.2 yds. 
(OES De sopoocpooheouuBUdEts 92.57 yds, 
RESIMELAO erp ee ctercre eres eoeeeee 96.74 yds. 
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Although as a general rule output sagged in 
the summer time, nevertheless, even in the third 
quarter of 1950 the production index for cotton 
yarn and cloth continued to rise. The year’s pro- 
duction plan for cotton yarn was overfulfilled by 
21.12 per cent. and for cloth, by 38,14 per cent. 
The highest pre-war level for cotton yarn was 
reached in 1980. In 1950 the production of cotton 
yarn reached’ 99.5 per cent of this 1930 record 
level. And the picture with regard to the pro- 
duction of cloth was even more favourable. The 
highest pre-war level for cotton cloth was reached 
in 1936. Cotton cloth production in 1950 was 
107.8 per cent of the 1936 figure. 


At the same time, the government appropriated 
large sums for labour insurance and welfare ser- 
vices for the workers of the industry. During 
the six months from January te June, 1950 alone, 
20 billion dollars (people’s. currency) were used 
to build workers’ dormitories, canteens, clinics, 
nurseries, bathrooms, lavatories, kindergartens, 
ete. Special attention was paid to the workers’ 
living conditions and health. The systematic 
inspection of safety devices and working condi- 
tions was instituted. 


Privately-owned textile factories occupy a 
larger proportion of the industry than state 
enterprises. The privately-owned mills own 60 
per cent of the main equipment—i.e., spindles 
and looms—in the industry, Therefore, in carry- 
ing out overall reforms in the textile nidustry, 
emphasis had to be put on a policy of taking 
into account both public and private interests. 
By means of this policy it was possible to assist 
and diréct private mills along the .right lines. 
The privately-owned mills have been assured a 
sufficient supply of raw materials. 


Once it had established a unified control in 
the financial and economic fields, the government 
succeeded in holding prices steady. By March, 
1950, it was evident that a ¥eal stabilisation of 
prices had been achieved. The “false” or excess 
purchasing power accumulated in a few hands 
as a result of past speculation and inflation had 
ceased to exist. In consequence, before the re- 
covery of the real increased purchasing power of 
the masses of people could make itself felt on 
the market, privately-owned mills could hardly 
find purchasers for their output. Some of them, 
indeed, weakened by years of speculation and 
mis-management, were on the verge of closing 
down. A few, unable to overcome the temporary 
difficulties of lack of markets and raw materials, 
did indeed close for a few months. The govern- 
ment came to the rescue of these textile enter- 
prises. It purchased their manufactured goods 
at reasonable prices. Its purchases covered more 
than 90 per cent of the total output of the pri- 
vately-owned mills. In many cases the govern- 
ment extended loans to textile factories which 
needed them. To keep the private mills going, 
the state-operated China National Cotton, Yarn 
and Cloth Corporation provided them with raw 
materials and purchased their finished products, 
paying them enough to cover wages, running 
costs and a reasonable margin for.profits.. Such 
measures helped the privatetly-owned mills tide 
over the difficult transitional period. i 


improved relations between capital and 
labour played a big part in facilitating the re- 
covery of the privately-owned textile plants, The 
result of establishing labour-owned enterprises 
has beea that working initiative of workers 
heightened, and they are far more willing to 
settle their differences with the capitalists by 
patient negotiation. The capitalists, on their 
part, encouraged by the support of the govern- 
ment and the co-operation of the workers, have 
made it their business to tackle the problems of 
their enterprises with new understanding. 


The 
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The transitional period was not long. By May, 
1950, two months after general economic stability 
was established, conditions in the textile industry 
were definitely improving. By August of the 
same year, the industry had already entered a 
new stage. By this time, the increased; real 
purchasing power of the people was beginning to 
have concrete results. Rent-reduction in the 
countryside and the good harvests resulted in the 
peasants’ rising demand for cloth. The market 
for textile products was expanding. But along- 
side this increased purchasing power of the peas 
sants, there was another important factor, Cotton 
production in 1950 exceeded that of the previous 
year by some 60 per cent. Thus an adequate 
domestic supply of raw materials for the textile 
industry was ensured. Still another factor was 
that preliminary reform of the factor manage- 
ment system had been completed by this time. 
All these factors combined brought about the 
present healthy state of the industry, 


Between September and October, 1950, all 
those private textile mills which had closed earlier 
because of their difficulties, re-opened. In Shang- 
hai alone, 239,000 spindles were brought back 
into operation. In North, Central-South and 
Northwest China, factories were strengthened by 
new installations. No longer used as in the old 
days as just another stake in the speculative 
game, the prices of cotton yarn and cloth were 
normal and steady. At the same time, the mills 
which produced these goods received adequate 
profits. 


The production of raw cotton is planned in 
1951 to be raised by 86.9 per cent over last year’s 
erop which was already 58.9 per cent over 1949's. 
The production plan for cotton yarn and cloth 
in 1951, therefore, provides for an increase of 
83 per cent over 1950, or 28 per cent above the 
highest level ever reached by the Chinese textile 
industry. 


LABOUR, INDUSTRIAL & SOCIAL 
CONDITIONS IN HONGKONG 


REPORT BY THE HONGKONG 
FOR THE YEAR APRIL 1, 


INDUSTRIAL WORKING CONDITIONS 

General Review:—The year has been a difficult 
one for many industrial concerns, mainly “on 
account of continued unsettled conditions and 
trading restrictions in China. As a result many 
factories have closed down and others have had 
to cut losses and switch over to an entirely 
new field of production. On the other hand, 
many manufacturers from China have transfer- 
red their industries to the Colony, and in some 
instance have also brought skilled or unskilled 
personnel with them, Factories have been estab- 
lished in squatter areas, in cubicles in domestic. 
floors, on upper floors of domestic buildings and 
in non-industrial areas. Many have been dis- 
covered by chance, or through complaints, and 
closed down. It is fairly certain that many of 
them have moved to more inaccessible, and prob- 
ably more unsuitable premises. The more modern 
factory proprietor from China is capable of run- 
ning his factory as law and custom require, but 
is apt to look upon regulations and restrictions 
as unnecessary or unfair, Education is proceed- 
ing, but in the last resort is supplemented by 
prosecution. 


Despite the difficult conditions the general pic- 
ture is one of progress as the following figures 
show :— 


31.38.49 31.3.50 
Registered & Re 

corded Factories 

& Workshops ., 1,284 1,525 = 241 
Male Workers 39,563 56,226 = 16,663 
Female Workers 25,708 83,286 = 4 7,578 

Total’ wiscnesee, 65,271 89,512 = 4 24,241 

The main changes in individual industries 
were :— 

31.38.49 31.83.50 
No. of No.of No.of No. of 
fac- Em- fac- Em- 
tories ployees tories ployees 
Enamelled Hollow 

IWBTG) cc aicineeisiesieia 5 1,500 16 8,500 
Iron Ore Mining .. Not operating 1 1,500 
Wlastics’y fees uae e 8 42 8 2389 
Printing’ Gusssess 96 3,200 206 5,100 
Rubber Wares .... 47 4,200 41 5,800 
Ship-building & 

Repairs Misisieleete Nelo: 8,900 18 89,700 
Vacuum Flasks .. 8 260 5 590 
Textiles 
Cotton Spinning .. 7 2,500 18 = 7,210 
Weaving .ssse00. WAT 5,200 120 = =7,000 
Knitting ........ 188 5,600 192 7,400 
Garment Making .. 26 810 81 1,500 
PODER cae ioss On 4 60 11 240 
Woollen Yarn .... None 2 350 
Dyeing & Finishing 238 850 80 700 


Shipbuilding and repairing remains the largest 
single unit, but the textile industry must now 
be considered one of the most important in the 
Colony. Leading textile manufacturers are con- 
scious of the fact that the industry needs a 
thorough overhaul. The establishment of several 
modern, weaving sheds by manufacturers from 
China has given them the necessary stimulus. 
The cotton spinning industry continues to ex- 
pand and the 13 mills in operation have a com- 
bined total of 179,934 spindles. Proposals for 
further expansion in five of the mills will bring 
the total to 207,118 spindles, with the largest 
mill operating 87,408. Four spinning mills have 
weaving sheds in which a total of 802 new fast 
or automatic looms are installed, Plans for 
expansion will bring the totals to 774 automatic 
and 890 non-automatic looms. The largest weav- 
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ing shed will have 500 British Northrop auto- 
matic feed looms, 222 of which are already in 
operation. The number of weaving sheds has 
decreased by 27 but numbers employed have in- 
creased by 1,800 to 7,000. Several large weaving 
concerns in new factory buildings have com- 
menced operating during the year and have 
absorbed weavers from the many smal] establish- 
ments which were forced to close as the result 
of .competition and inefficiency. As far back as 
early 1947 proprietors of weaving concerns in 
domestic-type buildings, which had developed from 
one or two floors to as many as sixteen, were 
advised that the time had come to move to 


factory-type premises. Many heeded the advice- 


and are now well established in more commodious 
and efficient premises. Some went a step fur- 
ther and installed new, but not necessarily mo- 
dern, machinery. The small, poorly equipped 
and badly run weaving sheds have found it more 
and more difficult to compete with the modernised 
concerns. 

Factories making shirts and other garments 
expanded considerably towards the end of the 
year as the result of large orders from the 
United Kingdom. In some quarters it was feared 
that conditions in Hongkong factories constituted 
unfair competition. A check on wages, hours 
of work and general conditions in registered fac- 
tories and workshops proved that these fears 
were groundless. There’ were a few instances 
of overcrowding, illegal extensions to premises 
and illegal overtime for which overtime pay, 
and in some cases, fines, were paid—but such 
matters were promptly put right and check in- 
spections were made. ‘It was noted, however, 
that many cottage and family industries shared 
in the boom. 

After being almost idle for about six months 
the rubber shoe industry resumed full production 
towards the end of 1949. Many skilled and semi- 
skilled workers had found alternative employment 
in the textile and metal-ware industries and the 
gap took well over a month to fill. 

The apparently large increase in the number of 
registered printing presses is the result of the 
survey of the printing trade undertaken last year. 
Most of the printing presses were in tenement 
buildings of internal wooden construction and 
were given a time limit by the licensing authority 
in which to find suitable premises of fire-resisting 
construction. The Hongkong and Kowloon Print- 
ing and Publishers Association applied to Gov- 
ernment for the grant of land on favourable 
terms for building flatted factories, but the sites 
desired were not available. The industry was 
‘not in a position to compete at public. auction 
and this plan for housing small printing presses 
had to be abandoned. About 200 factories were 
affected. Some removed motors and so passed 
out of the control of the Labour department, 
some reconstructed their premises. The remain- 
der were faced with closure or the unhappy task 
of finding and renting suitable ground floors 
from, far too frequently, rapacious landlords in 
an overcrowded Colony. By 81st March, 1950 
one hundred and sixty had found suitable pre- 
mises and applied for registration; 42 had been 
inspected, approved and. registered; 84 had. been 
inspected and were awaiting final approval; the 
remainder were under consideration. The re- 
housing of the trade has enabled the Labour 
Dept, to enforce better standards of lighting, 
spacing of machinery and safety measures than 
were possible in the old premises. 

The two preserved egg factories have been un- 
able to obtain eggs from China and have there- 
fore not started production. One is idle; the 
other is being used as a general cold storage 
plant. 
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Industrial Development:—There has been some 
development in the King’s Road area on the 
island and in the To Kwa Wan and Cheung Sha 
Wan areas on the mainland. The greatest de- 
velopment has been in Tsun Wan district in the 
New Territories where 30 factories have been 
established. There are now 172 factories and 
workshops in the New Territories including 
Cheung Chau, Ping Chau and Tsing et Islands: 
Notable additions to the list of industries during 
the year were:—(1) Woollen Yarn, Two factories 
with a total of 350 operatives started work dur- 
ing the year. Both are modern buildings design- 
ed and built for the purpose. One is a branch 
of a large North China corporation with a keen 
interest in the physical and moral welfare of 
their workers. (2) Iron Ore Mining. The mine 
at Ma On Shan was re-opened late in 1949 arfd 
now employs 1,500 workers. Daily output 18 
from 700-800 tons of ore, about 75% of which 
is exported to Japan. (3) Needle-point Tapestry. 
An American company from the China coast has 
taken over a large house in the New Territories 
where skilled workers from the north are train- 
ing women and girls. Some will be kept on 
at the factory as permanent workers or super- 
visors; the others will work in their own homes, 
returning finished pieces and receiving new :mate- 
rial weekly. It is hoped that some two thou- 
sand women and girls from the neighbourhood 
will benefit by this enterprise. (4) Paper Mak- 
ing. The pre-war process in Hongkong was 
laborious and the product inferior. The mill now 
established at Kam Tin in the New Territories 
is equipped with modern machinery and should 
produce 50 tons of good quality paper a month. 


THE LABOUR SITUATION 

The general decline in the industrial produc- 
tivity .of Chinese workers since the war still 
continues and is of more importance now that 
the boom, particularly in shipbuilding and re- 
pairing, looks like coming to a close. Decreased 
production and. increased cost of labour has re- 
sulted in ship-owners taking their ships elsewhere 
with a consequent decrease in work for the yards. 
It has already been necessary to lay off staff. 
In the building trade increased labour costs ure 
particularly noticeable since accommodation is 
still one of the most pressing problems in the 
Colony, The increased cost of building reflects 
automatically upon the accommodation of large 
sections of the community and even has its effect 
upon pre-war premises. In turn the law of 
supply and demand results in landlords charging 
very heavy premia which are generally referred 
to as “‘key money,” ‘‘tea’ money,” etc, 


The population was estimated to be about 
1,800,000 early in 1949 and about 2,317,000 at 
the end of March 1950. Most of the increase 
has been caused by the entry of refugees from 
Kwangtung and further afield. Considering that 
the Colony can probably house comfortably only 
abdut 800,000 it will be evident that these enor- 
mous fluctuations make it almost impossible to 
make an accurate assessment of the employment 
position in the present circumstances. Of new 
employment since the war, the spinning industry 
has probably absorbed approximately 7,000 em- 
ployees, building and construction some 10,000 
more, and expanded utility services some hun- 
dreds. Other occupations would probably bring 
the total to about 100,000. Compared with the 
overall inerease in population the additional 
number gainfully employed is disproportionate. 
This inevitably has its effect on wage demands, 
and on prices, owing to the numbers of un- 
employed in each family which have to be sup- 
ported by the wage-earners. In addition to those 
engaged in fishing, agriculture, and domestic 
service, there are employed large numbers of 
casual workers, such as coal “‘eoolies, stevedores, 
earth carriers and street hawkers, and the ir- 
numerable assistants in every shep; but it is- 
not possible to state the numbers in each cate- 
gory or the total number of such workers. There 
is some reasonably reliable information on em- 
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ployment in industrial concerns, but even here, 
since industry is characterized by a very large 
number of small concerns, often based on the 
family as a unit and employing no power-driven 
machinery (and therefore not registrable) em- 
ployment figures are necessarily incomplete. The 
number of persons employed in registered and 
recorded factories has increased by more than 
20% over the previous twelve months, partly as 
the result of an increase in the total number of 
undertakings in the Colony, partly as the result 
of more accurate returns. 


Trade Unions:—Since the Trade Unions and 
Trade Disputes Ordinance came into force on 
1st April 1948 large numbers of trade unions 
have registered. To start with there was neces- 
sarily considerable delay in registration; latterly, 
however, the situation has eased as original ap 
plications have all been dealt with. Trade union 
leaders however still fail generally to appreciate 
how unions should be run. These shortcomings 
can only be overcome by a process of educations 
As far as the observance of the ‘technical -require- 
™ments of the Trade Unions and Trade Disputes 
Ordinance, 1948 is concerned, this is a compara- 
tively simple question of administration, provided 


staff requirements are adequate. Unfortunately 


however, irresponsibility frequently goes very 
much further. In January the officers of one 
particular union instigated a resolution to take, 
if ‘necessary, violent measures to “enforce & 
“closed-shop” principle. This. resolution was 
passed unanimously by the meeting at which it 
was put forward and resulted in the severe 
wounding of a non-union worker. 


The political orientation of the majority of 
unions, particularly those which are members of 
the Hongkong Federation of Trade Unions, is 
still far too obtrusive. This attitude militated 
against co-operation with the Government in a 
number of instances. Thus when all the regis- 
tered trade unions were asked to elect represen- 
tatives to the International Labour Organization 
Regional Conference (held in Ceylon in January 
1950), to the Labour Advisory Board and to the 
Price Control Board respectively, the unions 
which were advised by the Federation either 
absented themselves, did not vote, or complicated 
the proceedings with numerous questions regard- 
ing the aims and objects of these respective 
bodies. In all cases full explanation regarding 
the purpose of the election had been given and 
it was obvious that these were understood, since 
the remainder of the unions which were not 
members of the Federation took a full part in 
the proceedings and duly elected representatives. 
The result is the election of representatives on 
an exclusive basis, but in the circumstances this 
was unavoidable, A similar outcome resulted 
from the invitation to attend the Free World 
Labour Conference in November 1949 since this 
was only extended to the Hongkong and Kowloon 
Trades Union Council, the numerically larger but 
less infinential confederation of trade unions. 
Both the Federation and Council are now regis- 
tered under thte Societies Ordinance since for 
various reasons they are not, and cannot be, 
registered under the Trade Unions and Trade 
Disputes Ordinance 1948. 


The Federation has inevitably during the year 
gained considerably in local influence owing to 
its affinity with the party now in power in China. 
This influence was exerted to the full in the 
industrial disputes at the turn of year on the 
question of the ‘‘special allowance.’? On the other 
hand the current political situation in China has 
had the effect of curtailing the activities and 
diminishing the influence of the Trades Union 
Council, since this body was previously strongly 
influenced and guided by the Kuomintang. There 
are signs, however, that this loss of political 
backing may, for the Council and its member 
unions, be a blessing in disguise, by turning 
their minds more directly upon current labour 
problems. The Council also put in a lot of work 
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on the election of representatives for committees 
and the International Labour Organization’s 
Regional Conference in Ceylon. Both councils 
are active in bringing to the notice of the de- 
partment matters in which their member unions 
are concerned as well as individual cases, though 
they do not take part in the disputes as nego- 
tiating bodies. The initiative however, in both 
Federation and Council, is from above rather 
than from member uniong or from within the 
membership of. individual unions. The result is 
that a few irresponsible leaders or unworthy 
officials can dictate the policy of the organiza- 
tions concerned. When the ordinary trade union 
member realizes that the essence of democratic 
development in any organization lies in the ini- 
tiative and inspiration exhibited by himself and 
his non-official colleagues and when, on the other 
hand, the official realizes that his duty is to 
channel and to give formal expression to the 
wishes of the members, a great step forward 
will have been taken. There have, fortunately, 
been a few signs of the growth of official re- 
sponsibility and a realization that, although it iz 
the duty of a trade union official to bring 
to the notice of an employer or of the 
Labour Department any alleged grievance, it does 
not necessarily follow that, for instance, a work- 
man who is obviously at fault-must be supported 
regardless of the evidence. 


There have been one or two instances of 
“second thoughts’ regarding the leadership in 
some unions. This has occurred, for example, 
in the Dairy Farm and in the former Motor 
Drivers’ Union (now Motor Transport Workers’ 
Union). Although it must obviously be the policy 
of the Labour Dept. to counsel unity within in- 
dividual trades and occupations, particularly 
where, as in Hongkong, there is a multiplicity 
of small unions, the political bias of many of 
the trade union leaders and the dominant role 
in individual union policy assumed by the Hong- 
kong Federation of Trade Unions has caused 
dissatisfaction in some unions. In the case of 
the Hongkong and Kowloon Dairy Companies 
Chinese Employees’ Union the dissatisfaction 
arose ostensibly through internal causes, chief 
of which were the continued financial support, 
by the officials and some members, of the ex- 
chairman, who had been convicted of theft, and 
the alleged unwillingness of the union officials 
to render proper accounts to the members. There 
was also, however, in the background the un- 
easiness felt by some members regarding the 
possible political implications ‘consequent on the 
association of the Union with the Federation. 
The. result, regrettable in a largely, though not 
exclusively “company” union, was the formation 
of a further union, the “Hongkong Grasziers’ 
Union,” some of the members of which had 
formerly belonged to the Association. 


In the case of the former “Motor Drivers’ Union’ 
this latter consideration was even more evident. 
About two years ago this Union was one of the 
largest and most important, with a probable 
membership of over 7,000. During the last two 
years however -effective membership has dropped 
to an estimated 400 and there is evidence that 
this is due to two main causes:—(1) the influ- 
ence of the Federation over union policy. Many 
members feel that this policy is becoming too 
obviously political, to the exclusion of economic 
and other considerations; (2) the fact that the 
Union has now become a general transport 
workers’ union and is thus losing its original 
identity. The consequence, as in the Dairy Farm, 
is that there has been a move to form break- 
away unions on a non-political and restricted 
occupation basis. 


» 


Independent unions, such as the Chinese En- 
gineers’ Institute, although they would appear, 
in the eyes of the more unthinking worker, to 
lose prestige vis-a-vis Federation-supported un- 
ions, since, unlike the latter, they have little or 
no press backing, are nevertheless maintaining 
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their position. Most of these are the older type 
of craft union. It is interesting in this connec- 
tion to note that many of the recently registered 
unions have declared that they have no present 
intention of joining either the Federation or the 
Council. Furthermore the latter body, by its 
associations with the International Confederation 
of Free Trade Unions and the International 
Labour Organization is beginning to appreciate 
that trade unions do not necessarily lose their 
usefulness by eschewing politics. Progress in 
this direction, however, may be prejudiced by the 
fact that the average Chinese is loath to aban- 
don any weapon which might be used to bring 
pressure on employers and that it is the poli- 
tically-backed unions, especially in the - utilities, 
which have benefited by the grant of the “special 
allowance” consequent upon the dispute on this 
issue. It so happens that equivalent demands 
by e.g, the Chinese Engineers’ Institute, most of 
whose members are in the Dockyards or in 
Government departments, could not be met for 
perfectly valid economic reasons. It might well 
appear however, though this was certainly not 
the case, that this was on account of the more 
reasonable and constitutional approach by the 
Institute rather than for the validity of the 
reasons for denial of the claims. 


Employment Exchanges:—The only form of 
employment agencies at present functioning in 
the Colony are a few small concerns run as com- 
mercial ventures. These deal mainly with clerical 
and domestic workers. It is, however, an aim 
of policy to establish eventually some form of 
official employment exchange, but there are many 
difficulties and much prejudice to overcome be- 
fore this can be established. In the first place 
there is considerable opposition to the idea among 
both workers and employers. Chinese workers 
are generally engaged through the traditional 
methods of “introductions’? by foremen of the 
same clan or village, who almost invariably hold 
themselves responsible for those whom they re- 
cruit, and it is feared that workers engaged 
through an official exchange would soon fall out 
with their foremen and fellow workers. Con- 
tinuity of service would then be lost. Further 
information about the extent of unemployment 
among both skilled and unskilled categories of 
workmen would in any case be necessary, which 
in the present state of population flux would be 
well-nigh impossible to obtain. Nor are trained 
staff and office accommodation at present avail- 
able. This may appear a purely negative ap- 
preciation, but the present practice is not only 
centuries old but hag many practical advantages 
in local circumstances. The sums paid by as- 
pirants for employment are generally reasonable 
and commensurate with the value and duration 
of the employment. 


Maritime Labour:—The Nationalist blockade of 
ports in China has caused considerable repercus- 
sion in the Colony. Although shipping ag such 
is generally and primarily the concern of the 
Marine Department, the crews who man the ships 
have become largely the concern of the- Labour 
Department. During the year large numbers of 
ships normally engaged on coastal and other 
trade with Chinese ports have come to the, Colony. 
It is estimated that these now number around 
95 and with an average of say 50 men for the 
crew of each ship there can be up to 4,750 men 
all with pof€ntially difficult problems. Fortun- 
ately some of the owners have large reserves, 
have changed registry so as to trade elsewhere, 
or have cut losses by paying off the majority of 
the crew, retaining only a skeleton crew to move 
the ship if necessary and to raise steam in the 
event of a typhoon. Most of the crews appear 
to come from Shanghai. This has certainly been 
the case as regards nearly all those engaged in 
disputes. Since conditions in that city appear to 
be very bad it is not surprising that many do 
not wish to return. Neither is it surprising that 
those who have returned demanded three or six 
or even more months’ “severance” pay so that 
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they might be able to eke out a living for them- 
selves and their families until conditions improve. 


On the other hand their discharge has been 
brought about by the owners’ difficulties 
and the latter are hardly to be able 
or willing to be over generous on pay- 


off when they have had no income for the past 
year. Nor has the attitude of some crews en- 
couraged this. Amongst other undesirables ex- 
pedients adopted by the.men to enforce their 
demands they have, on occasion, locked . managers 
up in their own houses, picketed, cat-called or 
cut telephone wires. Indeed one shipping firm 
had eventually to pay nearly half-a-million Hong- 
kong dollars, representing nearly six months’ 
pay, when relatives of the crew in Shanghai 
threatened to kidnap the young daughter (living 
in Shanghai) of one of the directors if he re- 
fused to pay. Such behaviour, where it occurred, 
obviously rendered an otherwise good case bad. 
Many such cases were dealt with during the 
autumn of 1949, Towards the end of the year, 
however, the situation seemed to have improved 
somewhat, whilst cases dealt with in the earlier 
months of 1950 showed that a more reasonable 
attitude prevailed. 


Social Security:—There is no system of social 
security organized on a general scale in the 
Colony and it is unlikely that any practicable 
compulsory system of unemployment insurance, 
sickness insurance, old age insurance, or survi- 
vor’s insurance could be devised having regard 
to the present sociological and economic structure 
of the Colony. Chinese nationals are estimated 
to form some 95% of the working population, 
and of these very few would claim to be true 
residents, Even were some residential qualifica- 
tion, introduced, such as a definite period spent 
in the Colony, the difficulties involved in the 
deductions of compulsory contributions would 
make any insurance scheme impracticable, quite 
apart from the unpopularity that would attach 
to such a discriminatory qualification. Workers 
who become 
‘old age or who lose their employment return in 
more settled times to their native villages in 
China, where social convention demands that 
their families care for them. Owing to the un- 
settled conditions now prevailing, ‘return to the 
country in these circumstances is not as common 
as it used to be. 


Nevertheless the Government, the armed Forces 
employing civilian labour, some of the larger 
European firms and a few:Chinese concerns, such 
as the bus and ferry companies, have old age 
pension or retiring gratuity schemes, whieh, ex- 
cept in the case of the latter, are of a contri- 
butory nature. Thus in some cases provident 
funds are established into which contributions 
are paid by both employer and employee. These 
however are more generally applicable to clerical 
staff than to artisans. In the case of artisans 
employed by the utility concerns, the worker in 
general on retirement after ten years’ service and 
having attained the age of 45 or 50 will be 
eligible for a retiring gratuity at the rate of 
one month’s pay for every ten months’ service, 
the calculation to be based upon the last month's 
pay. These gratuities often amount to thousands 
of dollars and many employees havé used their 
gratuities to establish small shops or businedses. 
Covernment grants regular pensions to monthly- 
aid employees, with gratuities for daily-paid 
employees. Little is done by most Chinese-owned 
concerns though a few of them have insurance 
schemes for accident or death gratuity and some 
have a welfare fund from which help can be 
obtained in case of sickness. Persons for whom 
pension or provident fund schemes are in opera- 
tion constitute probably something under 5% of 
the total working population. The Governmert 
has contributory survivor’s ‘insurance (compul- 
ied for its professional, technical and clerical 
staff. 


Some of the larger concerns, both European 
and Chinese, have medical facilities available for 


incapacitated through sickness or 
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their staff, but only occasionally for their fami- 
lies, ‘These facilities extend to the provision of 
simplé medicines. Many of such concerns also 
pay for treatment and accommodation at gov- 
ernment hospitals and grant pay during sick 
leave up to a maximum of three months for 
workers who have been in the service of the firm 
for a long time. The Government grants to its 
monthly-paid staff sick leave with full pay up to 
six months; daily-paid workers receive free 
medical attention but leave on pay is subject to 
certain conditions of service. “The majority of 
Chinese-owned concerns, except in the case of 
sickness arising from industrial injuries, grant 
leave with pay only to permanent monthly-paid 
employees. Maternity leave with pay is granted 
by Government, and by a few other concerns, 
usually subject to a certain length of service. 
In most of the smaller concerns sickness spelis 
trouble for the worker, since if he is daily paid 
there is little likelihood of his job being kept 
open for him. An increase in the number of 
Government clinics and the inclusion in some 
agreements between employers and workera’ 
unions of provisions for assistance to sick em- 
ployees are helping to improve the conditions of 
some of the workers, but progress in this direc- 
tion is inevitably slow. 


SURVEYS OF SELECTED INDUSTRIES 

Flour and Rice Milling:—Fourteen of the 
seventeen rice mills registered with the Labour 
Department are situated in villages in the New 
Territories near to the rice growing areas and 
mill the rice which is produced locally. Most 
flour mills refine imported flour, some also grind 
peas and soya beans for the local market and 
for export. Very few women are employed; 
these are all unskilled, though rates and method 
of payment vary. The men, with the exception 
of a few semi-skilled workers in charge, are 
unskilled and engaged chiefly in carrying sacks 
of grain, feeding the machines or sifting grain. 
All are considered as permanent workers on_a 
monthly wage, with food and sometimes lodging 
provided. Hours of work and working days are 
very irregular; the majority will continue for 
seven days in the week if business is sufficient. 
All concerns grant a few days’ holiday with pay 
at Chinese New Year to permanent workers, and 
a few also grant other Chinese festivals. The 
Rice Workers’ Union was registered in 1948 and 
had a declared membership of 101 in June 1949. 


Bakeries, Confectioneries and Sugar Refineries: 
—Twenty-three factories making bread, cakes, 
biscuits or candies and four factories refining 
various types of white and brown sugar were 
inspected. The latter are all small and do not 
include the very large Taikoo Sugar Refinery, 
which was badly looted and damaged during the 
Japanese occupation and only resumed operation 
early, in 1950. The buildings occupied by the 
concerns inspected range in type from a floor 


in a tenement building to factories specially built - 


for the purpose. Women, many of whom are 
girls in their teens or very early twenties, are 
mostly unskilled and engaged in wrapping and 
packing sweets, chocolates and biscuits or in 
general work such as carrying and, cleaning; 
with a few exceptions they are on daily rates 
of pay or piece rates. Their numbers tend to 
fluctuate but generally speaking they form be- 
tween 40-45% of the total numbers employed 
All the men in regular employment are monthly 
paid. Most are unskilled or semi-skilled, usually 
with one skilled man (a principal baker, pastry- 
cook, sweet-maker, or sugar-boiler) in charge of 
a squad. Only 12 apprentices were noted, More 
than half the concerns work 9 hours a day or 
less, the night shift for bread-making (all men) 
usually between 7 and 8 hours; the other concerns 
work irregularly 10-12 hours. Six places have a 
6-day week (544 days for women at one); the 
remainder a 7 day week. Chinese festivals (in 
a few establishments limited to three or four 
days at Chinese New Year) or public holidays are 
observed, though only monthly-paid workers re- 
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ceive wages for these non-working days. One 
concern only retains the services of a doctor and 
pays medical expenses for ail employees, though 
only men and a few women with long service 
receive wages during absence. One European 
concern pays wages to all sick employees; for 
the rest only those on monthly pay receive wages. 
There is one trade union connected with this 
trade—The Hongkong and Kowloon Confectionery 
and Cake Trade Workers’ Union which had a 
declared membership of 960 in October 1949. 


Miscellaneous Food Factories:—Work at the 
food factories is varied:—canning and preserving 
meat, fish, eggs, vegetables, fruit and ginger; 
preparing fresh and dried bean curd from soya 
bean milk, making noodles and vermicelli, soy 
sauce and chili sauce, gourmet powder; refining 
peanut and peppermint oil; cassia sorting and 
the preparation of sesame seed—and includes 
many different processes. In spite of this variety 
two things are common—the small amount of 
skilled labour’ employed and the similarity in 
wage rates. Women, mainly unskilled, are em- 
ployed in any number only to clean and prepare 
the fruit, vegetables and ginger, to fill tins and 
bottles and to sort cassia. The work is seasonal 
and employment casual with consequent fluctua- 
tion in numbers. A few women do the heavier 
coolie work for the syrup boiling in the ginger 
factories for which they get better pay and food; 
others are employed on general cleaning work. 
At one place only were there any women over- 
seers. The men also are chiefly unskilled or 
semi-skilled, and the one ‘skilled’ man in charge 
of a squad, or a section, might more properly be 
termed ‘experienced.” The majority of male em- 
ployees are on monthly pay, provided with food 
and in many cases lodgings; the majority of the 
women are on daily rates or piece rates. Work- 
ing hours are somewhat irregular where the 
trade is seasonal, ut 8 hours is the standard 
working day at more than 50% of the places 
visited, at a further 25% 9 hours; at the re- 
mainder hours vary. All but four places work 
7 days per week, though there are many non- 
working days in the off season. Chinese festivals 
are generally granted as holidays, though this 
is often contingent upon the amount of work 
to be completed. About a third of these concerns 
are prepared to pay medical expenses for all 
employees, four retaining the services of a doctor 
and two having a good clinic. Three of the 
larger factories have excellent specially built 
quuarters for their men and two of these supply 
meals for women at a reasonable charge. .One 
of them, which occupies a large and most plea- 
santly laid out compound, provides considerable 
recreational facilities. The Preserved Ginger 
Workers’ Union and the Hongkong and Kowloon 
Sauces and Preserved Fruit Workers’ Union with 
a declared membership of 81 and 220 represent 
workers in two groups of food factories. 


The Beverage Industry:—There are only 12 
registered factories making beverages in Hong- 
kong, but among them are several large plants 
well laid out in excellent modern buildings with 
a fairly considerable output. Two of the twelve 
are small rice wine distilleries; one, a brewery; 
the remainder of the factories make soft drinks, 
aerated water for the most part, and fruit cor- 
dials. A few are European-owned, one incor- 
porated in America, one with Philippine inter- 
ests; the rest are owned and run by Chinese. 
The soft drinks trade is seasonal, the bulk of the 
business being done from April to October. Con- 
sequently in these places there is usually a 
nucleus of permanent employees both male and 
female who are nearly all on monthly wages, 
extra casual labour (sometimes at daily rates of 
pay, sometimes on monthly pay) being recruited 
for the season. The skilled work is nearly al- 
ways the care of the technicians and laboratory 
mtn. The rest of the work is mostly of an un- 
skilled or semi-skilled nature, in charge of fore- 
men or, in two instances, women supervisors: 
it consists for the women in washing bottles 
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(where this is not done machanically, in which 
case the machines are fed either by men or 
women), inspecting for dirt or flaws, labelling 
and packing; for the men in filling the bottles, 
doing the heavier carrying jobs—and (outside the 
production sphere) in delivery work. A few 
places work a. 48-hour or rather shorter week, 
and any work on the weekly rest day as on 
other holidays is paid usually at double rates (or 
a@ near equivalent in allowances). Others, which 
have an 8-, 9- or 10-hour day work a regular 
seven-day week in the season. Three European 
concerns grant a number of holidays with pay 
during the year; Chinese firms may grant Chin- 
ese festivals, contingent upon the business. Two 
establishments have a good clinic with a qualified 
nurse in attendance and daily visits by the 
firm’s doctor. Several others pay medical ex- 
penses and wages on a graduated scale during 
sick leave; two grant maternity benefit. Quarters 
ere provided by two concerns, good. cloak room 
and rest room facilities by a few. A number 
supply uniforms and aprons free or at reduced 
cost and launder these free; gum-boots and pro- 
~tective clothing are also supplied where neces- 
sary. 


Engineering Workshops:—There is  consider- 
able similarity in the 64 engineering shops visited. 
These workshops, which do not include those 
attached to the docks, railway or bus companies, 
are comparatively small, and except, for eleven, 
employ fewer than 20 workers. The vast major- 
ity occupy the ground floor of tenement-type 
buildings; the others are in single-storey godown 
premises. The work is varied, ranging from the 
manufacture of ship’s engines, weaving and 
printing machines to repairs of all kinds, Very 
few women are employed and these only as 
casual coolies or on power-driven or hand-presses 
where occasionally articles of light metal are also 
manufactured. Wage rates for both - semi- 
skilled and skilled men are fairly uniform: fore- 
men, where this supervisory work is not done 
by the owner of the shop, may be paid a monthly 
or a daily wage, but the aggregate is the same; 
nearly all others are on daily rates of pay; most 
are supplied with food, and where this is not 
the case the cash wage is usually rather higher. 
More than three-quarters of the concerns have 
a regular 8 or 834 hour day; the remainder not 
more than 9 hours, All, except one workshop 
which has a weekly half-day holiday, work 7 
days a week. Overtime of 2-344 hours is a very 
common, in some instances almost a nightly, oc- 
currence and is paid at increased rates ranging 
from 183-1/3% to 200% of the ordinary rates. 
(This does not always apply to apprentices who 
May receive a small allowance, an extra meal, 
or nothing). Chinese festivals are granted os 
holidays, but with few exceptions only workers 
on a monthly wage receive wages. An outstand- 
ing feature throughout these workshops and one 
which has been noted in other industries, is the 
large and disproportionate number of apprentices, 
which in many instances even exceeds the number 
of skilled men. Some of the artisans among the 
6,000 odd numbers of the old established Chinese 
Engineers’ Institute are drawn from these small 
workshops. Some of these may have been nearly 
out of their time, but even so a progressive sys- 
tem of training is well-nigh impossible with 
such numbers. Apprenticeship was usually found 
to be for three years, with work for another 
year or half a year as improver, more rarely for 
five years. In most cases apprentices are sup- 
plied with food, a certain amount of clothing. 
and usually lodging; cash wages for the two-~- 
and-a-half, and sometimes three, years are very 
small; in the fourth year and occasionally earlier 
the apprentice is judged on his own ability and 
while still provided with food and lodging, is 
paid a cash wage rather more approximating 
that of a semi-skilled workman. Medical expen- 
ses are generally paid for any apprentice who 
falls sick, and his wage continues, but this is 
rarely so for other workers. There were no 
special medical or recreational facilities. 
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Foundries:—A certain uniformity in wages and 
conditions of work appears to ‘have been agreed 
on between the 800 members of the Hongkong 
and Kowloon Moulding Industry Workers’ Union 
and the owners of foundries. Thus in the 14 
foundries inspected (again these do not include 
those attached to the dockyards) a 48-hour week 
was standard; minimum daily rates of pay for 
skilled workers, and also, it would appear, for 
young men who had just finished their appren- 
ticeship, were laid down; continuous overtime 
work was paid for at 150% and work on Sundays 
or holidays at 200% the ordinary rates (except 
for apprentices who often get an allowance or 
extra meal). Chinese festivals to be observed a3 
holidays are also laid down, though wages ‘or 
these days are only paid to employees on monthly 
pay (i.e. foremen, a few general workers. and 
apprentices). Conditions for apprentices are 
similar to those in the engineering shops: a three 
years’ apprenticeship with food and lodging pro- 
vided and a very small cash wage, often a fourth 
year as an improver on rather better wages. 
Numbers are often too great for the skilled men 
employed; there appears to be a definite grading 
of the work set for the apprentices but little 
real training is possible. Women were employed 
in two places only, riddling sand and on general 
coolie work. 


LIVING CONDITIONS 


Recent events in China have had a big effect 
upon the Colony whose existence depends largely 


on its entrepot trade together with the processing 
of materials as exemplified by the sh@mning in- 
dustry and others of a similar nature. By far 


the greatest problem, however, is that of accém- 
modation. Overcrowding brings in its wake un- 
fortunate results such as the easier spread of 
infection—in particular tuberculosis. Building is 
going on in a manner unprecedented in the his- 
tory of the Colony. New areas are being inten- 
sively developed, but they cannot keep pace with 
the demand and rents remain at a figure so high 
as to: approximate to some of the expensive 
accommodation in the world. Fortunately, how- 
ever, various parts of the harbour which are 
shallow and shelving -can be reclaimed at an 
economic figure.- Many new shops and factories 
have been erected on an extensive piece of re 
clamation which was nearly completed before the 
war whilst other reclamations are under consi- 
deration. 


Fortunately-the excellent example provided by 
the Taikoo Dockyard, whose low-rent quarters 
accommodate a large proportion of its workers, 
has been followed by other industrial concerns— 
e.g. the Hongkong and Kowloon Wharf and 
Godown Co. is 


Cost of Living:—During the earlier part of 
the period under review the most important 
gomponent in the cost of living—i.e, food — 
showed reasonable and steady prices, but. with 
the advance of the People’s Government forces 
southward difficulties in the supply of rice, etc. 
from the mainland. increased. Finally, for 
December 1949, the rehabilitation allowance, 
which is based almost entirely on the cost of 
food, stood at a figure 12% higher than it had 
ever done since the war. Fortunately, however 
since December conditions have again become 
more stable and the cost of food has shown a 
steady decline. It would appear also that con- 
siderable quantities of rice find their way across 
the border, although it is understood that ex- 
ports of rice are prohibited by the mainland 
authorities. While the price of rice remains 
higher in the Colony than in Canton or in the 
areas around Macao, it can be expected that a 
steady flow will continue. The ration system 
has been extended by the grant to a worker of 
a ration card after only one year’s residence in 
the Colony, whereas previously it was necessary 
to prove seven years’ residence. In conjunction 
with the Department of Supplies and Distribution 
the Labour department also arranges for an 
extra ration of about three-quarters of a pound 
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of rice per day to heavy manual labourers. 
Managements of various European and some 
Chinese concerns have been very co-operative in 
helping their workers in the collection and dis- 
tribution of this ration. Nearly 20,000 workers 
are now in receipt of this extra ration. The rice 
is of good quality, is at a low fixed price and 
is much appreciated. 

The retail price index gives an interesting 
analysis of the increase of prices which occurred 
during the year. These had been steady in June, 
but increases oceurred after this month reaching 
a maximum by the end of March, 1950. In terms 
of the index the overall retail price index (based 
on 100 for March, 1947) was 112 for the quarter 
ending 8lst December, 1949 and 118 for quarter 
ending 81st March, 1950. Most of the movement 
in the index has been brought about by changes 
in the cost of food, other items remaining com- 
paratively steady. Of food the most important 
items are free market rice, beef and pork. 


Some comparisons on the new basis (March 
1947) are given below:— 


June Dec. March 
1949 1949 1950 
Food ... 112 122 124 
Rent resets 100 103 103 
Clothing r 12 713 79 
Fuel, light & Cleaning— 
fa) GPuclie.c.oree oa 107 110 106 
(b) Electric Light .. 64 62 62 
(c) Cleaning, ....... 95 93 2 
General retail price index 105 : 12, 113 
Housing and Accommodaticn:—The working 


population, with the. exception of those engaged 
in fishing and agriculture, has hitherto lived 
mainly within the limits of the city of Victoria 
or of Kowloon. With the development of indus- 
tries zones in the King’s Road district on the 
island and the Tsun Wan—Sham Tseng area in 
the New Territories where many new factories 
providing accommodation for their workers have 
been established, the working population is be- 
coming rather more diffused. The standard 
dwelling house‘in the urban area is of tenement 
design, frequently with a shop, office or workshop 
on the ground floor, The poorer workers live in 
a cubicle or a bed space on one floor, more rarely 
the whole floor of a tenement; the better off 
usually have a floor for each family. The older 
type of building is often dark, insanitary and in- 
sufficiently ventilated, but is being gradually 
replaced by tenements which are required to con- 
form to statutory standards and which compare 
favourably with accommodation for similar classes 
elsewhere in the Far East. Unfortunately the 
habits of the population itself and the general 
scarcity. of accommodation, increasingly aggra- 
vated by the never-ending influx of refugees, 
lead to extensive overcrowding which is difficult 
to control and tend to nullify the better con- 
structional features of the more modern buildings. 

Accommodation for their employees has been 
provided for some years by a small number. of 
undertakings by reason, in most cases, of the 
comparative isolation of the working premises 
from the main residential districts. On the Island 
Taikoo Dockyard provides sufficient tenement- 
type buildings to house adequately permanent 
workers and their families, and the Dairy Farm 
provides bachelor quarters; on the mainland the 
Hongkong and Whampoa Dock Company and the 
San Miguel Brewery have their own workers’ 
quarters. The considerable number of recently 
established spinning mills and many new fac- 
tories in other industries provide dormitory ac- 
commodation for both men and women workers, 

In the urban districts formerly the only not- 
able example of accommodation built specially to 
house workers was the Kowloon Wharf and 
Godown Company with dormitory quarters for its 
coolie staff. It has long been common practice 
in many small undertakings and in many shops 
to permit employees to sleep on the premises, 
but not in special quarters. Such accommodation 
offers little in the way of amenities, but there 
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is probably as much privacy as in a cubicle in 
an overcrowded tenement. A place in which to 
sleep rent free is a valuable addition to wages 
under present conditions. Now, however, any 
concern setting up in new premises, whether in 
outlying or in urban districts and intending to 
hhouse any workers must include special accom- 
modation conforming to certain standards. Ac- 
commodation which has been so provided ineludes 
in most instances an excellent dining room and 
in some a recreation room, a laundry and a 
barber’s shop. The Government has set up a 
number of hostels for its servants, whilst a few 
hostels for working women—teachers, office work- 
ers, factory girls, ete.—are run by voluntary 
societies. 

Tentative plans for housing at reasonable rents 
have been made by a group of industrialists for 
industrial workers, by an independent association 
for a class of clerical workers and by the Chinese 
Civil Servants’ Association for their own mem- 
bers—but these plans are as yet only in embryo. 
Thanks to the energy of some citizens a new 
village of 153 houses was erected at Ho Mun Tin 
with support from the Government to house 500 
families made homeless by the Kowloon City fire 
in January 1950. This was opened in May 1950. 
Elsewhere few houses have been constructed 
during the past year at rents within the means 
of manual workers and the less highly-paid 
clerical workers. High, and often illegal, rents 
and key-money absorb too. great a proportion of 
workers’ wages. The poorer workers, together 
with many jobless refugees and their families, 
often evade such costs by sleeping during the 
summer in the streets, or by living in self- 
erected shacks on waste ground. The health 
authorities try continually to remove these shacks 
+o more healthy areas, but as soon as one lot 
is shifted another .wave of refugees comes in. 
Rents for accommodation in property built before 
the war are officially pegged at 30% above the 
pre-war figure, but new buildings are exempt 
from rend control, In actual fact the percentage 
increase is often very much higher and even 
extends to the bed-space, formerly the cheapest 
form of accommodation. The very demand which 
leads to excessive rents often deters the victims 
from complaining. 

Recreation:—Beyond the possible playing of a 
game of mah jong the average worker’s home 
offers little space for recreation, which he must 
perforce seek outside. There exist a great many 
clubs both for manual and office workers, Some 
of these clubs are assisted by the employers, as 
for instance the Taikoo Dockyard, a few other 
old established firms, and some of the newly con- 
structed factories. In many of these there is 
sufficient space for a football field or basket ball 
and volley ball pitches, and teams for these 
games are organized amongst the workers, whilst 
frequently the necessary equipment is supplied 
by the employer. A few provide a club room 
with a supply ef newspapers, ping pong tables, 
etc.; in others the dining room can be used for 
recreational purposes, including sometimes cine- 
ma shows and performances of Chinese plays; 
others supply radios and arrange picnics (includ- 
ing, increasingly, swimming picnics) and parties. 
But amenities for recreation in the smaller fac- 
tories and workshops, which still form the bulk 
of those registered, is limited at best. This lack 
is particularly serious for the young people and 
for lads perhaps more important than for girls, 
since so many come from the country and have 
no home but the workshop premises. A number 
of clubs are run by voluntary dérganizations for 
girls working in factories. The girls meet several 
evenings a week, either for classes or for their 
“club night,’’ which they usually run themselves. 
A large new centre sponsored by the Children’s 
Plyground Association was nearly completed by 
the end of the year. Meantime with young and 
old alike cinemas and Chinese theatres, which 
are plentiful and reasonably cheap, are very 
popular, while gambling in many forms has for 
generations been popular in all ranks of society. 
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Education:—From April to July 1949 the 
vernacular primary schools which had been start- 
ed after the war by the guilds or unions for 
the children of their members continued to func- 
tion, At the end of July some of the workers’ 
schools, which were housed in rather unsuitable 
premises, were closed down as the Government 
was able to offer-the pupils places in Government 
primary schools which were to open in Septemi- 
ber. The new schools may be further away from 
some homes but offer better and more hygienic 
premises and possibly better teaching. Those 
workers’ schools which carried on did so under 
a new committee of management. Government 
is steadfastly carrying out its programme of in- 
creasing its primary schools where education is 
given in the vernacular, but even so, with a 
constantly increasing population, the number is 
inadequate to meet the stfong desire for educa- 
tion always felt by the Chinese. Schools fees 
in government and grant-aided schools are kept 
low, but in those over which Government does 
not exercise a measure of control they have risen 
very substantially indeed. A few employers or 
managements are genuinely. interested in the 
education both of their workers and of their 
workers’ children and some have arranged a cer- 
tain amount of general and technical training. 

Transport:—Ferries acros the harbour and to 
the islands, trams on the Island, buses on the 
Island, in Kowloon and in the New Territories 
provide adequate transport at reasonable rates. 
Whenever possible new factories are sited within 
easy reach of transport. 

Health and Nutrition—On the whole workers 
seem to be reasonably healthy and well nourished. 
In. an overstocked labour market some of the 
less strong workers may have lost their jobs, 
but to all appearances the general standard of 
health is better than before the war. Food pro- 
vided by the management alike in large factories 
and small workshops has been noted as good, 
ample and of sufficient variety to give a well 
balanced diet and complaints from workers about 
quantity and quality of food have been rare. 
Rice is still the staple and is nearly always the 
basis of workers’ main meals, but the use of 
flour in such things as bread and noodles, ori- 
ginally the result of the post-war shortage of 
rice, continues, The mazority of workers in heavy 
manual labour receive extra quantities of ration- 
ed rice, though in other respects their diet is 
the same as that of other workers. 

More factories now retain the services of a 
doctor; at a few the doctor may only be on call, 
but other such factories receive regular visits, 
while some require applicants for jobs to be 
medically examined before being engaged. Nearly 
all these factories have a clinic with a qualified 
nurse in charge and stocks of simple medicines, 
vitamin tablets, etc., which are supplied free 
of change. This enlightened policy makes for 
early detection of disease, and reduction of ab- 
senteeism and helps towards the compilation of 
records on which to base preventive measures. 


SOCIOLOGICAL CONDITIONS 

The sociological conditions of the working com- 
munity in Hongkong are necessarily influenced 
by contiguity to. the mainland of China. In 
times of comparative quiet a relative equilibrium 
is established between the-Colony and the neigh- 
bouring Chinese provinces. It is probable that, 
with its more highly-developed urban structure, 
the cost and standard of living are usually some 
what higher in the Colony but, to offset this, 
there are generally better chances of obtaining 
remunerative employment. In times of stress 
such as the present, however, the main factors 
affecting the working classes are, apart from the 
economic, the extent to which law and order 
prevail in the respective areas, the prospects of 
permanent employment and the degree to which 
their ordinary lives can be carried on without 
undue disturbance. 

From every aspect Hongkong, during the year. 
has proved attractive despite the known dis- 
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advantages inherent in the situation—paucity of 
accommodation and flooding of the unskilled 
labour market. (The position as regards the 
skilled worker has greatly improved during the 
year), Latterly however a reversal of the trend 
is beginning and the daily average of the num- 
bers leaving the Colony was tending to exceed 
that of those entering. The cause is probably 
the fall in the cost of living in China consequent 
on the vigorous policy of deflation adopted by 
the new Government. But many elements of 
the surplus population are for political reasons, 
or through loss of livelihood or of contact with 
homes and families in China, unlikely to recros 
the border. Apart from the few wealthy refu- 
gees it is these persons who crowd the squatters” 
camps, swell the ranks of the unemployed and, 
as guests of relatives or friends, crowd the al- 
ready limited accommodation. Some of them, 
slightly better off in that they have some skill 
or craftsmanship, start small businesses which 
become the bane of the authorities, since neces- 
sity compels their establishment in conditions 
where it is impossible to ensure proper fire or 
health precautions. It is inherent in the Chinese 
character to make the most of extremely limited 
resources and the numbers of the totally indigent 
are surprisingly less than might well have been 
expected. Since, however, the charitable resources 
of the Colony are strained to the utmost it has 
become necessary for a certain measure of immi- 
gration restriction to be enforced and immigrants 
are now generally requested to produce proof 
that they have at least limited resources and 
accommodation within the Colony. 

For the more settled part of the population— 
those who have lived in Hongkong for a yeat 
or more—conditions have remained more or less 
stable. Employment has been fairly constant, 
essential foods have been obtainable under the 
rationing in force and rents and extra-legal pay- 
ments for housing have begun, at long last, to 
drop slightly. For many, medical facilities have 
been extended though these can probably never 
catch up with the demand, failing a reduction in 
the overall population. Those workers who aré 
employed in the newly-developed . factory areas 
have benefited by their removal from the rabbit- 
warren conditions of the central urban localities. 


OUTLOOK 

The future of labour in Hongkong is bound to 
be affected by events, mainly political, on the 
mainland. The effect of deflation in the adjacent 
mainland provinces with the concurrent drop in 
the cost of living there may well, in the next 
few months, draw away from the Colony some 
of the surplus unskilled workers. There is little 
likelihood that those, employed in the new refu- 
gee industries will return to China failing a very 
severe shortage of raw materials for these in- 
dustries. 

The political lines of cleavage amongst the 
labouring population. are at present fairly firmly 
drawn and unless driven by necessity it is uns 
likely that those elements which regard Hong: 
kong as a place of refuge will wish to leave it, 
despite the relatively higher cost of living and 
the difficulty of finding remunerative employment 
in the Colony. 

In the field of labour relations there has -been 
little, if any, advance on last year. In fact there 
has, as a result of the major disputes, been a 
retrogression in some instances. At the end of 
the period under review, however, there has been 
a slight improvement in that the economic -diffi- 
culties facing the average worker have impelled 
union and labour leaders. to formulate at least 
tentative schemes of self-help in the matter of 
housing, unemployment benefits ete. It is confi* 
dently anticipated that, given relatively stable 
political conditions, these tendencies will develop, 
Several of the union leaders have been given a 
wider view as a result of their contacts with 
international labour bodies and this must in- 
evitably lead to less insularity and a better ap- 
preciation of the objectives which should be theit 
aim. 
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Report by the Hongkong General Chamber 
of Commerce on the Colony’s Trade, 
Industry & Communications During 1950 


Events taking place outside Hongkong and, in 
jmany cases, far from it, affected the course of 
the Colony’s Trade during 1950 in such a man- 
ner that if fell into two clear cut phases. 

During the first half of the year, uneasiness 
as of what was happening inside China was 
followed by apprehension as tothe possible fate 
of shipments ordered on long delivery terms. 
There was a slowing down process and prices uf 
many commodities fell to levels well below re- 
placerhent cost and this process brought the 
usual movement towards cancellation of orders. 

The outbreak of the Korean War brought a 
marked change and the procéss was reversed. 
Demand became strong and China’s need for for- 
eign exchange lead to a very healthy revival of 
the China Produce export trade. The sudden 
demand for local stocks -was probably helped by 
“the re-armament programmes in Britain and the 
United States of America which was bound to 
affect the availability of future supplies, and 
Godowns which had been filled to such an extent 
that there was real danger of the Port being 
blocked, were quickly cleared in transactions 
which showed handsome profits ta merchants. 
There was a slight inflationary trend in prices 
and for foux successive months from August to 
November, the Colony’s trade figures showed a 
balance of exports over imports, which had never 
before been achieved and is the more remarkable 
when it is realised that the needs of the Colony’s 
two million inhabitants had largely been met out 
of imports. 

The application during December, by the Gov- 
ernment of the United States of America, of 
strict export controls, further increased traders’ 
doubts about the availability of future supplies 
and brought in its train severe hardship for some 
firms who had substantial amounts of trading 
capital locked up in cargoes off-loaded at differ- 
ent ports en route for the Colony. 


SHIPPING 

While it would be idle to maintain that the 
great pclitical upheavals which have taken place 
during the last few years in the countries of 
the Far East have not had a far-reaching effect 
on the trade and shipping of Hongkong, it 1s 
nevertheless true that Hongkong has _ pros- 
pered rather than suffered as a whole, Al- 
though old pre-war short-sea and river trades 
have been but shadows of their former selves, 
no opportunity has been missed of keeping the 
routes open and shipowners have not been slow 


_ to seek and find other employment for their ships. 


Fleets of the principal Hongkong companies 
are not so numerous now as ‘they were before 
1939; but a programme of steady replacement 
with modern and larger vessels has tended to 
improve their over-all qualjty and usefulness, 
and this process is still going on. During the 
year the first sizeable ship, a cargo and passenger 
vessel of 6,224 gross registered tons, was Jaunch- 
ed in the Colony and it is to be hoped that 
she will be the first of many. 


Ocean Shipping 

Turning to the Ocean Trades, regular services 
have been well maintained and, in many cases, 
increased to all countries of the East and Far 
East, Australia and New Guinea, South Africa 
and the North Coast of South America, both the 
Pacific and Atlantic Coasts of North America, 
the Mediterranean and Europe including, of 
ecurse, the United Kingdom, Many new, modern 
vessels have been added to the various fleets 
serving Hongkong and, in spite of the difficult 
fonditions prevailing everywhere, there has been 
no lack of business except, perhaps, across the 
facific where there have been more ships than 
targoes to fill them on every voyage. The war 


in Korea gave full employment from the U.S.A. 
to Japan during the later months of the year, 
but in December the embargo on exports to 
China and Hongkong, imposed by the U.S, Gov- 
ernment, seriously reduced the number of callers 
at Hongkong and, of course, entirely eliminated 
alls at Tsingtao and Taku Bar by U.S, flag 
vessels. 

The lines trading to Europe found themselves 
short of tonnage to lift all the cargo offering 
in both directions and the Far Eastern Freight 
Conference booked up quite a considerable num- 
ber of charters for steel, fertilisers and other 
‘bulk cargoes outwards to the Straits, Hongkong, 
Taiwan and North China and a number of these 
were loaded homewards with groundnuts, oil 
cakes and other bulk commodities. This is not 
to say that the trade in either direction was up 
to best pre-war standards, but it was consider- 
ably better than any previous post-war figure. 


As a result of the war in Korea and the de- 
mand for tonnage in many other directions, rates 
rose spectacularly during the last three months 
of the year and, at the end of the year, it be- 
came impossible to obtain ocean going tramp 
tonnage from Europe to the Far East at any 
price, with the result that some contracts had 
to be cancelled and there was a big back-log of 
eargo awaiting shipment in Europe. 

The sudden tightening of export regulations 
in North China resulted in some of the chartered 
vessels failing to get their cargoes, but no diffi- 
culty was found in finding other lucrative em- 
ployment for them. 


While much of the above is not directly con- 
cerned with Hongkong’s own trade, yet it is of 
interest in that much of the chartering of vessels 
to lift these cargoes was done thvough local 
brokers and much of the actual business througa 
local firms and banks. 


Short Sea Trades 

For those engaged in the short sea trades in 
the Far East, the year has once again abounded 
in disappointments and obstructions, particularly 
as regards shipping to China, although that 
country has not had a monopoly in providing 
hindrances and frustrations. 

The War in Korea brought to an end a modest 
but steady trade between Hongkong and South 
Korea, and produced in Japan ‘cengestion and 
labour shortages which interfered with normal! 
shipping activities. Political disturbances in 
Indonesia too have made shipping with that area 
difficult and expensive, and on occasions delays 
have been experienced even in Singapore, On 
the whole, however, trade with the Southern 
areas has not been’ unsatisfactory—although 
commerce between Hongkong and Indochina has 
progressively died as the year advanced—and it 
is in China that the main difficulties have beeg 
experienced. 

Trade with Tientsin, and to a lesser extent 
with Tsingtao, has run at a steady level without 
any serious dislocation throughout the year, and 
services offered from Hongkong to these ports 
have been excellent. Shanghai, however, has 
proved an entirely different proposition, Ship- 
ping Lines were as eager to re-start their ser- 
vices as merchants were to ship their cargoes, 
but it was not until towards the middle of the 
year that various obstacles were overcome and 
calls became sufficiently frequent to warrant the 
hope that the blockade was at last over. These 
hopes, however, wefe ill-founded, and the number 
of vessels sunk in the Yangtze Estuary—not ail 
ef which were of an expendable nature—made it 
obvious that the Nationalists had found it ad- 
visable to sow a new crop of miines in the period 
just before America made it clear to Formosa, 
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following the invasion of South by North Korea, 
that aggressive action against the mainland 
should be abandoned. For some weeks thereafter, 
Shanghai remained closed to all except the small- 
est coasters, but the local authorities appear to 
have met with success in their clearing opera+ 
tions, and by the end of the year the port could 
once more be classed as reasonably safe, although 
by that time, trade with Shanghai had fallen to 
a@ very low level. 


The pattern at Swatow was much the same 
as in Shanghai. The enterprise of Shipping 
Owners in obtaining entry of their vessels in 
the early part of the year was rewarded by 
several sinkings from probably neyly-laid mines 
at mid-year. Again the authorities’ clearing 
efforts were apparently successful, and during the 
last few months trade has been carried on with- 
out physical obstruction, although it has not yet 
resumed its pre-Liberation volume. 

Owing to military factors, Amoy has remained 
a more difficult proposition, and although the 
port has been visited at not infrequent intervals 
by the smaller coasters, interrupted voyages have 
been so common that the larger owners have not 
yet considered it prudent to include Amoy in 
their itineraries. . 

Throughout the period under review, trade 
between Hongkong and Formosa has been run- 
ning at a comparatively high level, and on thi3 
berth the going has been somewhat easier. 

The charter-market tended to weaken progres3- 
sively until the middle of the year when, starting 
with the Korean War, a new firmness became 
increasingly appargnt. At the close of the year, 
in keeping with the world-tonnage market, local 
rates had advanced very considerably, and a good 
oil-burning cargo vessel of 3,000 tons deadweight 
could command about HK$110,000 a month. The 
market would be even stronger were it not for 
some doubt as to China’s tonnage requirements 
arising out of the country’s new export policy. 


River Trades 

For most of the year no direct River connec- 
tion between Hongkong and Canton was permits 
ted by the authorities in Canton, although latter- 
ly a small cargo trade has developed, and one 
or two purely cargo vessels have been allowed 
to run direct. The passenger trade, on which 
the better-found ships must rely for a large part 
of their earnings, has been proscribed, with the 
result that these ships have not found it worth 
their while to enter the trade. 


The grossly over-tonnaged condition of the 
Hongkong/Macao trade during the earlier months 
of the year has latterly been corrected by a 
sensible policy of rationalisation, which should 
benefit all concerned. 


General 

It would not be realistic to close this section 
without remarking on an increasing tendency by 
both the People’s Government and the National- 
ists to show discrimination against foreign flag 
vessels in favour of, in the case of the former. 
vessels operated hy Chinese nationals, albeit fly- 
ing foreign flags, and in the case of the latter, 
ships flying their own flag; a tendency which 
must be deplored. 


It is pleasing to report that, in spite of many 
alarms and excursions, there has been little 
molestation of any significance of foreign ship- 
ping on the high seas, although there have been 
some unpleasant incidents involving vessels en- 
gaged in their lawful pursuits being fired on 
by the garrisons occupying the various Chinese 
islands in the delta surrounding Hongkong. 


Stamping of Bills of Lading 

During August it was suggested to the Cham- 
ber that representations should be made to 
Government for the discontinuance of the stamp- 
ing of Bills of Juading as it was considered that 
this was an out-datetd practice which had been 
dropped in the United Kingdom. 
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The Committee considered the matter and, 
although it was appreciated that Government 
would be unlikely to view with favour any sug- 
gestions involving a reduction in revenue, the 
matter was gone into with the London Chamber 
of Commerce whose Secretary explained that, in 
his Budget Speech to the Home Parliament, Sir 
Stafford Cripps had notified his intention of re- 
»pealing a large number of heads of charge which 
were either entirely obsolete or completely 
archaic. The cost to His Majesty’s Government 
was approximately £500,000 per year and this 
had been accepted in view of the considerable 
convenience to be afforded to the business com- 
munity. In addition, the Home Government had 
found that the cost of collection on many of 
the heads exceeded the revenue produced, 


In view of the London, Chamber’s comments, 
the case was submitted to the Hon. Financial 
Secretary in a letter, dated Séptember 27, 1950, 
in which it was suggested that the practice of 
stamping Bills of Lading in the Colony involved 
considerable clerical labour and risk of pecula- 
tion for a comparatively trifling yield. It was 
proposed that Government should make a similar 
review of the Stamp Duty practice in the Colony 
to that which had been made in the United 
Kingdom, eliminating the items where the return 
was not commensurate with the cost of collection. 


The Financial Secretary’s reply received on 
October 21, 1950, indicated that Government 
considered the revenue from stamps on Bills of 
Lading and Charter Parties to be quite consider- 
able and to exceed the cost of collection. The 
introduction of franking machines had made it 
possible to minimise delay in handling documents 
submitted for stamping, and Government regret- 
ted that it was not proposed to discontinue the 
practice. In view. of the arguments advanced by 
the Financial Secretary it was decided that no 
useful purpose would be served by pursuing the 
matter further and the subject was dropped. 


Godown Storage Problems 

During 1949, considerable problems arose out 
of the storage in the Colony from large consign- 
ments of paper, raw cotton, wool tops and sul- 
phate of ammonia, destined for northern ports 
but off-loaded in Hengkong to await opportunities 
of onward shipment, 


At the beginning of the year under review, 
the arrangements made between the Chamber, 
the Port Executive Committee and the various 
Freight Conferences; for assurances to be given 
by consignees that cargoes of this nature would 
be removed from the public godowns within seven 
days of discharge in the port, were working quite 
satisfactorily, although, in a letter dated January 
5, 1950, the Chairman of the Port Executive 
Committee notified that there had been no appre- 
ciable change in the storage situation during the 
last few weeks. 


The very heavy shipments of the restricted 
commodities listed above, and other types of 
cargo which were heading for the Colony during 


the first few months of 1950, made it necessary_ 


to extend the storage certificates system operated 
by the Chamber to cover also caustic soda, 
bleaching powder, gunnies and cotton yarn, and 
the godown companies found that, for consign- 
ments of these types, they were unable even w 
accept shipments in the transit godowns for the 
normal seven days’ free storage. The scheme 
worked out between the Chamber and the Port 
Executive Committee for the acceptance by con- 
signees of restricted cargoes ex ships tackle at 
Hongkong, was put into effect on February 4, 
1950, and it is believed that little inconvenience 
was caused to members. 


The classification of cotton yarn as a restricted 
cargo caused some consternation in Manchester, 
and the Chamber received immediate representa- 
tions from several members and from the Man- 
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chester. Chamber of Commerce. After discussion 
with the Port Executive Committee, it was finally 
agreed that cotton yarn should be removed from 
the list with effect from May 9, lithopone and 
dyes, meanwhile, having been added. 


It was found, however, that the heavy ship- 
ments being made to North China during April 
and the early part of May had relieved the 
situation to such an extent that it was possible 
to lift all restrictions as from May 20, 


Dockyards 


Despite the continued falling off in the China 
trade, the two large dockyards, The Hongkong & 
Whampoa Dock Co., Ltd., and The Taikoo Dock- 
yard & Engineering Co., of Hongkong Ltd., 
carried out a large volume of work during the 
year. 


Approximately 9,000 men were employed in 
the dockyards during 1950; altogether 1,850 ships 
of a total gross tonnage of approximately seven 
and a half million, were repaired at the dock- 
yards; and in Hongkong harbour, 645 ships, of 
a total gross tonnage of 1,600,000 were docked 
during the year. 


Unfortunately both dockyards worked well be- 
low capacity in ship and engine building. One 
passenger-cargo ship of 7,000 tons, and two 
vehicular ferries were completed, and a number 
of small craft consisting of tugs, launehes and 
lighters. It would appear that the difficulty in 
obtaining steel, and the present political situation 
have influenced ship and engine building away 
from Hongkong for the time being. 


CIVIL AVIATION 


Although air services to Europe and the United 
States of America increased in frequency and 
capacity during the year, the cessation of air 
communication- with China mainland had a 
marked effect on traffic and the number of 
passengers using Hongkong Airport fell to one 
quarter of that of the previous year. The total 
was 32,000 arriving and 42,000 departing and tc 
carry this traffic 440 aircraft on international 
flights arrived or departed each month, In addi- 
tion there was much local flying and 200 move- 
ments a day were not unusual. There are also 
three other Hongkong companies which have air- 
craft available for charter and several foreign 
companies which use the airport for non-scheduled 
flights, one of them having a frequent service 
to Taiwan. The British Overseas Airways Cor- 
poration fly five times a week to the United 
Kingdom and the time of the Journey is 45 hours. 


The airport at Kai Tak, which’ is the only civil 
airfield in the Colony, was used without any 
serious ‘interruption by weather. Much work was 
done to improve the strength and surface of the 
runways and they are now capable of taking 
aircraft such as the Canadair, Constellation and 
Douglas DC-6, New hardstanding for the park- 
ing of aeroplanes overnight provides better facil- 
ities for operators and a new taxi track assists 
in the rapid movement of aircraft during busy 
periods. At the,end of the year a small exten- 
sion to the main runway was under construction 
and this will give a maximum length of 5,360 
feet ‘which will enable certain types of aircraft 
to take off with a larger payload. The marine 
base was not used to any great extent as no 
scheduled airline now operates. flying boats. 


The airport charges have not been changed 
since February 1948 and are somewhat less than 
those of neighbouring territories. Owing to the 
decrease in traffic, revenue fell from over $1,000,~ 
000 in 1949 to half that sum in 1950. 


Hongkong remains an important centre for 
the maintenance and overhaul of aircraft and 
in, addition to the regular airlines, customers 
come from India, Pakistan, Burma, | China, 
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French Indochina and Indonesia to take advant- 
age of the excellent facilities available. Other 
commercial activities which have continued are 
‘the training of pilots and aeronautical engineers. 


Civil aviation legislation was brought up-to-date 
by the introduction of the Colonial Air Naviga- 
tion Order, 1949, on the 1st January and the 
Hongkong Air Navigation (General) Regulations, 
1950, on the 1st December. An Air Transport 
Licensing Authority appointed under the Air 
Transport (Licensing of Air Services) Regula- 
tions, 1949 (of which a nominee of the Hongkong 
Chamber of Commerce is a member), licenses 
regional scheduled air services. An Air Advisory 
Board considers matters of policy relating to 
civil aviation. 


There was no accident within the Colony which 
caused injury to any passenger and no Hongkong 
registered air transport aircraft met with any 
accident. 


A survey party from the Air Ministry Diree- 
torate General of Works, spent several months 
in the Colony and made a detailed examination 
of the proposed site for a new airfield, This 
examination showed that a major airport con- 
forming to international standards could be built 
in the New Territories, 


INSURANCE 

It had been hoped in the insurance market 
that: the lifting of the blockade on the China 
Coast would lead: to a re-opening of this branclt 
of business but, due to the mining of the entrance 
to the Whampoo River and consequent losses, 
and to a number of seizures, the business taken 
involved high war risk rates and some of it 
was undoubtedly of a highly speculative nature. 
Shipments to and from Indonesia also suffered 
severely as a result of the almost complete lack 
of police control’in Indonesian Ports. The 
Marine insurance market has, therefore, had to 
rely on imports and exports from the United 
Kingdom, the Continent of Europe and the Unit- 
ed States of America for its steady business, An 
item of particular interest to assured, was the 
agreement reached by British shipowners to in- 
crease their maximum liability for a package 
lost or damaged from £100 to £200. 


No sericvs fires occurred during the year and 
the tremendous congestion in godowns, noted in 
last year’s report, was considerably relieved when 
cargoes for North China started to move during 
April and May. The shortage of water in the 
Colony has still not been alleviated and this is 
a matter of particular concern to insurance com— 
panies covering properties in the New Territories, 
where a number of factories which have been 
set up spinning cotton and employing various 
hazardous processes are situated far from any 
adequate supply of water. 


A further increase in the number of vehicles 
using the reads brought the total at the end of 
September to 14,147, not including bicycles, rick- 
shaws, etc. Due to the high cost of repairs and 
the high incidence of loss, companies found it 
necessary during the year to increase premiums 
for insurance of private cars by 20 per cent al- 
though, at the same time, they were able to 
increase the ‘‘no claims’ bonus paid to careful 
drivers. 


THE IMPORT TRADE 


The comment made by the Chairman in his 
speech at the last Annual Meeting of the Cham- 
ber that, so far as trade with China was con- 
cerned, he had found the abnormal to be the 
normal, must have held a great deal of truth 
for many members interested in the Import Trade 
during the past year. The year opened with a 
very dull market and with the Colony’s godowns 
packed so full that there was a real danger of 
the Port becoming blocked. The measures taken 
by the Chamber in co-operation with the Port 
Executive Committee and with the various 
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Freight Conferences were, as explained in an- 
other part of the report, successful in reducing 
this risk which finally disappeared in May. 


During the early part of the year, many deal- 
ers approached merchants with requests for re- 
lief from their contract obligations and, in spite 
of the strongest possible advice against this 
course, there were quite a large number of can- 
eellations, The outbreak of the Korean War and 
the lifting of the Nationalist blockade changed 
the picture and there were substantial clearances, 
with many commodities getting into short supply. 
As the international situation became more acute, 
prices firmed up considerably so that, in many 
branches of trade, a sellers’ market was very 
much in evidence at the close of the year. 


As in earlier years, the Chamber has pursued 
its policy of close co-operation with the Supplies 
Branch of the Department of Commerce and 
Industry, and advice has again been given in re- 
gard to quota allocations of various essential 
foodstuffs still under world control. Negotiations 
have gone on throughout the year with a view 
to passing back into the hands of merchants 

“responsibility for the Colony’s imports of flour 
purchased. under the terms of the International 
Wheat Agreement but, as final agreement has not 
yet been reached, it has been decided not to in- 
clude a summary of the discussions in this year’s 
report. 


The sweeping ccntrols on exports te the Orient, 
which were imposed without warning by the U-S. 
Government during December, did not produce 
the catastrophic effect on the import market that 
seemed to be expected in some circles. They did, 
however, result in the off-loading, en route tc 
the Colony, of substantial cargoes which had 
already been paid for under letters of credit, or 
by remittance, and there is no doubt that con- 
siderable hardship has resusted, with large 
amounts of firms’ trading capital locked up in 
these, at present, useless cargoes. The prompt 
action taken by Government will, it is hoped, 
ensure that supplies of raw materials for Local 
Industry are not cut off and the Committee feels 
sure that merchants generally will wish to co- 
operate in any reasonable agreement that may 
be reached. 


Chemicals and Pharmaceuticals 

There were particularly heavy imports of 
chemicals and pharmaceuticals during the Spring 
representing the delivery of the large orders 
placed in the closing months of 1949. As a re- 
sult, however, of the extremely depressed state 
of industry on the mainland, demand fell to 
negligible proportions during the period February 
to June, and geods became practically unsaleabie 
with prices over a very wide range falling to 
well below replacement cost. The only relief 
experienced in this market was brought by a 
“certain amount of re-export to South and Indian 
markets. 


Demand from the mainland of China revived 
in mid-summer and soon over-took supply poten~ 
tialities as the international situation deteriorated. 
The situation, therefore, at the end of the year 
had reversed with supplies inadequate to meet 
demand and prices correspondingly high. 


Even before the end of the year it was obvious 
that imports had been, overall, a great deal 
heavier than in 1949, figures up to November 
showing a 70 percent increase, The United 
States of America remainded the largest supplier 
but during 1950 Britain considerably improved 
its position in the trade and Japan and Germany 
both increased their participation. 


Aniline Dyes 

Imports during the year had an average 
monthly value of just under 442 million dollars 
as compared with less than 8 million in 1949, 
principal suppliers being the United States of 
America, Germany, the United Kingdom, Swit- 
zerland and France with the U.S.A. again sup- 
plying the largest share. Imports from Germany, 
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particularly in the first half of the year were 
at a much higher level, representing about 20 
percent of the trade, whereas those from the 
United Kingdom declined to 13 percent of the 
trade as compared with 25 in 1949. The decline 
of imports from Britain was due to the reduction 
in shipments, consequent from the heavy world- 
wide buying wave which began. in the middle. of 
the year. Re-export values were at an average 
monthly rate of about 4.7 million dollars as 
compared with 4.2 million in the previous year. 


The boom period in the. Autumn of 1949 con- 
sequent upon heavy demand from China was still 
reflected in import and re-export figures for 
January, 1950, but thereafter a recession was 
evident and during the next four months imports, 
mainly against indents placed late in 1949, total- 
led 22 million dollars as eogmpared with re-export 
of less than 7 million. Heavy stocks were thus 
accumulated in the Colony and in many cases 
holders liquidated them at a substantial Joss. 


As in the pharmaceutical trade the picture 
changed completely in mid year and heavy buy- 
ing by the People’s Government in China, their 
purchasing organisations in Hongkong, and pri- 
vate traders, resulted in re-exports worth 27 


million dollars during the period June to Septem- 
ber during which imports amounted to less than 
8 million. Stocks were again reduced to low 
level and while imports have been at a heavier 
rate during the latter part of the year, many 
suppliers have found themselyes in difficulties 
meeting commitments entered into during the 
heavy buying period throughout the Summer, 


A feature of the trade has been the increased 
demand for many intermediates required for: the 
production within China of a number of impor- 
tant dyestuffs in which, in addition to Sulphw’ 
Black, the People’s Government clearly intended 
to attain self-sufficiency, so that any ban upon 
further imports of the finished products can be 
anticipated. 


Sulphate of Ammonia 

In order to get a true perspective of the sul- 
phate of ammonia trade it is well to review 
developments during the past two years, Although 
the Colony’s trade figures do. not show imports 
and exports of this commodity separately, the 
following tabulation of imports from the various 
supplying countries is considered to be fairly 
accurate and is published for interest:— 
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1949 
July/Dec. 
Metric Tons 


Jan./June 


1950 
July/Oct. 
Metric Tons 


Total Jan./June Total 


 — — — — 


From United Kingdom 2,730 8,714 6,444 8,274 508 8,782 
» Belgium 2,100 1,950 4,050 2,700 850 8,500 

» Korea 450 2,914 8,364 _ _ — 

» Canada 3,000 2,700 5,709 800 300 1,100 

Peg LU A peeenStgOn _ 460 460 500 _ 500 

» Germany _— 2,000 2,000 550 — 550 

Fy pL Re? Se _ co 24,487 38,260 27,747 

» dapan —_ _- _ 4,700 4,760 
8,280 13,738 22,018 32,311 9,568 41,879 

During 1949 supplies available for distribution Korean and East German cargoes, were once 


through the normal commercial channels in 
Hongkong continued to be limited, partly on 
account of the world supply situation but more 
particularly as the result of purchases by the 
United States Economic Cooperation Administra- 
tion for direct shipment to China. 


Distribution on a substantial scale by E.C.A. 
in South China had strong repercussions on 
Hongkong during the latter half of 1949 and 
with that area fairly well supplied with fertilizer 
at a time when political tension was high owing 
to the imminence of “liberation,” the market was 
unsettled and demand was’ poor. Meanwhile 
large orders had been placed with American sup- 
pliers by Hongkong merchants for cargo timed 
to arrive early-in 1950 and, in consequence, mar- 
ket prices in the Colony, which had remained 
firm throughout the year, tended to. decline, 


Imports included cargo from the United King- 
dom, Belgium and Canada in roughly similar 
quantities to those shipped in 1948 and in each 
case supplies available were well below market 
demand during the earlier part of the year. 
Korean sulphate of ammonia continued to arrive, 
finding buyers because of its low price in spite 
of its comparative unpopularity. A small parce! 
also arrived from Italy, being the first occasion 
for. supplies from that area to be marketed in 
China through commercial channels, In addition, 
German sulphate appeared in the Colony for the 
first time since 1939. 


The first few months of 1950 saw the sulphate 
of ammonia trade in Hongkong passing through 
a period of marked depression. Issue of import 
licences on the mainland was suspended, and 
cargo arriving accumulated in the Colony bring~ 
ing with it substantial falls in market quotations. 


As in so many other phases of the Colony’s 
tirade, the outbreak of the Korean war changed 
the picture completely. Import licences, which 
had formerly been issued in China only for 


more freely issued and stocks in the Colony were 
rapidly liquidated. Prices improved, and fresh 
orders were placed with suppliers abroad, a point 
of particular interest being the availability for 
export of Japanese sulphate for the first. time 
since the war. 


Deterioration of the situation in Korea which 
followed the alleged intervention of Communist 
China threw the market once more into a state 
of uncertainty and, for a period, there was some 
recession in prices. News of the probability that 
some American suppliers would not be able to 
fulfil orders, together with the reimposition of 
an export ban by the Japanese Government, 
caused some consternation in local circles, but 
it was not until the American Government issucd 
its veto on all shipments to China that the mar- 
ket here responded to any considerable extent. 


The month of December witnessed a striking 
change, with supplies in sight being in strong 
demand and prices increasing daily. Buyers quite 
evidently realised that they must look to Europe 
only for supplies in the immediate future and 
there is no assurance at present of requirements 
being made from that source. 


Metals 


The heavy buying of metals, much of it specu- 
lative, which featured the closing months of 1949, 
was followed by a severe falling off in demand 
in the early months of 1950. This was chiefly 
due to lack of expected improvement in shipping 
services to Shanghai, and the situation was 
aggravated by overstocking of the Hongkong 
market due to the late 1949 buying spree. Dealers 
were offering many lines of metals at below cost 
in the March/May period. 


Following upon establishment in Hongkong of 
several official and quasi-official buying agents 
of the People’s Government of China, enquiries 
for metals of unprecedented volume began cir- 
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culating to importers in June, These covered a 
wide range of products, chief amongst which 
were Copper Wire and Sheets, Condenser Tubes, 
Steel Sheets, Pipes and Wire Rods, Boiler Tubes 
and Plates, Special Steels, and metals of all kinds 
in ingot form. _A large proportion of orders. 
was placed for direct shipment to North China 
ports, and this will not appear in the Colony’s 
trade statistics. 


The large orders placed in the period June/ 
September soon resulted in suppliers’ capacity 
being so heavily booked that reasonable delivery 
could not be undertaken for further supplies. 
Demand accordingly fell off and, coincidentally 
with the Chinese intervention in Korea, came to 
a standstill in November. 


Electrical Equipment 

For importers of electrical equipment the year 
under review began very quietly, with a strong 
indication that the trade was moving from a 
sellers to a buyers market. Much of the reha- 
bilitation work in the Colony had reached, or 
had very nearly reached, completion and in cer- 
tain goods such as refrigerators and low priced 
wireless receiving sets, the market has almost 
reached saturation point and there was no sub- 
stantial off-take to the mainland of China in 
view of that country’s import regulations. 


Towards the middle of the year very many 
interesting orders began to be booked by local 
importers with the accredited purchasing agents 
operating in Hongkong on behalf of the People’s 
Government in Peking, and this had the effect 
of creating a small boom in the market, During 
the remainder of the year turnover remained at 
a satisfactory level and only began’ to slow up 
after the imposition of the American export con- 
trols. These controls have, as was only to be 
expected, had the effect ef creating once more 
a sellers market and at the end of the year many 
commodities were already in short supply, with 
dealers anxious about the future, endeavouring 
to stock up against future shortages brought 
about by further countries imposing export re- 
strictions on shipments to this area. 


Piece-Goods 

During 1950, the commercial wind in this sec- 
tion of trade may certainly be said to have blown 
cold and then hot. Up to July, business generally 
was very dull, so much so that many dealers’ 
made applications to importers for cancellation 
of existing contracts. This movement became so 
serious that the Chamber was invited by the 
various Associations to give an opinion, and, if 
possible, to lend its support to these requests. 
This matter was carefully considered, and it was 
clear that the Chamber could not intervene in 
such negotiations, which were a matter for settle- 
ment between the parties concerned, and recom- 
mendations were made accordingly. 


Progress was made in the revision of the Tex- 
tiles and Yarn Contracts, and drafts have been 
submitted to the Chambers of Commerce at 
-Manchester and Bradford. This matter was, 


however, still under discussion at the end of the. 


year. 


Comments on market conditions during 1950 
are sub-divided, as follows:— 


Cottons 

Unexpectedly severe restrictions on the import 
of cotton piece-geods into China began to have 
their effect early in the year, and resulted in a 
heavily over-stocked position, as most dealers had 
ordered forward on the same scale as 1949. 
Goods were coming in from the United Kingdom, 
U.S.A., India and Japan, and the position thus 
created led to the requests for cancellations al- 
ready referred to. Up to July, the outlook was 
very gloomy, and the closing of two or three 
Piece-goods, establishments, seemed to foreshadow 
many more, when at the end of the month a 
change for the better was seen. This improve- 


ment continued steadily until the end of the 
year, so that 1950, instead of showing trading 
losses, actually saw substantial profits. There 
were two reasons for this; the lifting of import 
restrictions into Pakistan opened a lively market 
for Hongkong stocks, and the outbreak of hostil- 
ities in Korea saw world prices rapidly rising 
and the return of the “sellers’ market.” Other 
factors were a notable absence of competition 
from Chinese grey goods, as exports from China 
were also restricted, and the effect of cancella- 
tions: of goods ordered for arrival in the second 
half of the year. In addition to Pakistan, a 
substantial revival took place in trade with 
Taiwan Malaya, Siam, Indonesia and Indochina 


Woollens 
Much the same story is to be told concerning 
this section of the piece-goods trade. As fore- 


‘shadowed in our report for 1949, there was a 
substantial carry-over-after the winter seasot, 


but all these stocks were held at prices distinctly 
below’ replacement costs. As the year passed, 
continual rises in raw wool prices were seen, 
with new record price levels being established and 
just as regularly surpassed. From July onwards 
Japanese buyers came into the market—impelled 
both by attractive prices here and the general 
wave of buying. As a result of this and cancel- 
lations (which had similarly affected the woollen 
and worsted trade), the greater part of local 
stocks have been cleared, and what had previously 
been looked upon as a poor trading year turned 
out to be the reverse. 


Having cleared their stocks, dealers have ex- 
perienced great difficulties in covering forward 
requirements. Not only are deliveries for the 
Mills far ahead, but current prices ate fantastic- 
ally high, with raw wool costs still moving up- 
wards. Much attention is being given to the use 
of synthetic fibres or mixtures of these with 
wool, to replace all-wool qualities previously used, 
in order to reduce as much as possible the im- 
pact of high prices. 


TRADE WITH JAPAN 

Prior to April 6, 1950, trade with Japan. was 
strictly controlled and supervised by the appro- 
priate section of the Department of Commerce 
and Industry. Up to this date import licences 
weré issued by Government, against which mar- 
gins had to be deposited and the goods were 
shipped to the order of the Department of Com- 
merce and Industry, with special authorities 
having been opened by the importers through the 
various accredited banks. 

This routine resulted in a somewhat cumber- 
some system of obtaining delivery orders which 
involved guarantees to the banks, the Department 
of Commerce and Industry and the Government 
stevedores, from whom delivery orders were 
eventually obtained. The inevitable outcome for 
the majority of small shipments was that import- 
ers were unable to obtain ex ship delivery, thus 
forcing landing charges on the dealers’ costs. It 
was, however, possible to obtain ex ship delivery 
orders for large shipments of cargoes such as 
cement, etc., for ,which special arrangements 
could be made with the shipping section of the 
Department of Commerce and Industry. 


The trade, therefore, welcomed the introduction 
on April 6, 1950, of a new system whereby irre- 
vocable letters of credit were allowed to be open- 
ed in favour of suppliers direct against a valid 
Government import licence. Cargves thus came 
forward to the order of the banks, and delivery 
orders were readily available prior to the carry- 
ing vessels’ arrivals. In addition, the over-all 
commission payable on the credit was now only 
two per cent (three-quarter per cent to the bank 
and one-and-a-quarter per cent to Government), 
which figure compared favourably with five per 
cent on the former type of credits. Throughout 
the year rates of exchange were pegged at 
SCAP$1=HK$5.76 for imports and HK$5.67 for 
exports from the Colony, 


The amount of exchange allocated to traders 
was still fairly controlled by the Department, 
each being allowed a proportion from the pool, 
depending on the volume of business conducted 
pre-war. The cases of post-war firms were con- 
sidered individually and exchange allocated at 
the discretion of Government, Exchange on 
credits not fully taken up had to be sold back 
to Government at their buying rate of HK$5.67, 
incurring a loss of nine cents, Hongkong, on 
each U.S, dollar, and with the adoption of these 
mcthods, Government was able to place the two- 
way account on a month-to-month basis. 


Qn April 18, 1950, the allocation system was 
abolished and all firms interested in the trade 
with Japan were put on to one of three lists 
where they were classified according to their 
trading turnover. Those on the first list were 
permitted to import up to SCAP$50,000 monthly, 
on the second up to $30,000 and on the third up 
to $10,006. This routine, however, lasted just 
over one month and was suspended on May 22, 
in favour of an experimental system in which 
importers were permitted to conduct unlimited 
import business -but, in order to ensure that 
licences were only applied for against valid busi- 
ness, importers who did not open letters of credit 
within fifteen days of granting a licence were 
black-listed and further permits refused, 


The experiment was not wholly successful for, 
although considcrable import business was done, 
it appears that balancing exports were not made. 
and on December 22, 1950 Government found it 
necessary to restrict the system again and to 
allow only imports of an essential nature, such 
as foodstuffs and industrial raw materials, where 
applications for import licences could be sup- 
ported by Essential Supplies Certificates. 


THE EXPORT TRADE 

The principal difficulty which has faced ex- 
porters, particularly’those who specialise in ex- 
ports of China Produce, has been the gradual 
shortening of supplies and, although there can 
be few who would claim to have had other than 
a good year in 1950, indications at the end of 
the year were that these difficulties would in- 
crease rather than diminish. 


The announcement by the Chinese People’s 
Government, during December, of their policy of 
allowing exports only when these were covered 
by imports of commodities, and the restriction 
of imports to a specified list in which the major- 
ity of goods were of a class which supplying 
countries were either reluctant to or prohibited 
from shipping to China, has produced great un- 
certainty as to. possible delivery dates of Chinese 
goods, if indeed they can be delivered at all. 


The year under review was, however, as stated 
above, one of great activity and a glance at the 
Chamber’s accounts shows that the income frem 
certificates of origin and certification of invoices 
has* nearly doubled, which in a most gratifying 
result. The great increase in volume of this sid2 
of the Chamber’s work has thrown heavy respon- 
sibilities on the permanent staff to ensure the 
authenticity of their certificates, and it was a 
matter of great regret to the Committee when it 
came to their notice that there had been one or 
two cases of deliberate attempts to mislead the 
members: of the staff responsible for the prepara- 
tion and iysue of certificates. Experience through- 
out the year has.led to a gradual tightening of 
the methods used for checking the authenticity 
cf proofs of origin etc., and the Committee trusts 
that members will agree that the good name of 
the Chamber must~ be protected in this matter 
end that the slight inconvenience sometimes 
caused must be accepted. 


It was also a’matter of regret tto the Com- 
mittee that the Chamber had referred to it during 
the year a substantial number of complaints 
made by overseas buyers against shipments from 
the Colony, although it was pleasing to note that 
the majority of these cases concerned non-mem- 
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bers of the Chamber. There is no doubt that in 
times of short supply, coupled with a strong 
overseas demand, exporters must exercise the 
maximum care to ensure that their suppliers 
provide goods up to specification, and this is 
particularly so in the Produce market, Under 
the heading of Local Industry, members will find 
some notes on the steps being taken by Govern- 
ment, in co-operation with the Chambers of 
Commerce and representatives of the Manufac- 
turers, to raise the standard of locally-manufac- 
tured goods, but the Committee feels that export- 
ers should impress on their overseas connections 
that, although they will make every effort to 
ensure that goods are supplied up to sample, ‘in- 
sistence on prices at which only poor quality 
goods can be supplied, can allow of. no grounds 
for complaint if such goods are. in fact shipped. 

For dealing with overseas complaints, the Com- 
mittee has always held the view that where buy- 
ers have a genuine grievance which cannot be 
settled by mutual agreement they have recourse 
to Arbitration or to normal legal processes .and, 
where complaints concerned non-members, this 
course has been advised. With the few complaints 
that concerned members, it has usually been 
found that the matter could easily be settled after 
a discussion with the Secretary, and a gratifying 
number of misunderstandings have been cleared 
up in this manner. = 

Once again the Committee is indebted to the 
various members of the Chamber who have made 
available to the Secretary notes on aspects of the 
trades where they have special knowledge. As 8 
result, it has been possible to prepare separate 
articles on the different branches of the Export 
trade. and it is hoped that these will prove of 
interest and of use for reference purposes. 


Canes & Rattans 

The year 1950 showed a considerable improve- 
ment in regard to obtaining supplies of Tsinglee 
canes. Regular inland transport ‘services have 
been gradually resumed and, whereas prior tq 
August, canes had been purchased through ‘in- 
dividual dealers, the whole trade was taken over 
during that month by a. People’s Government 
syndicate, who, have rationalised and regulated 
prices. Compared with 1949, export figures from 
the-Colony show an increase of approximateiy 
50 per cent. 

Indications are that, notwithstanding thé dras- 
tic changes which have taken place within -the 
industry, trade was continuing on a fiealthy basis 
until the recent~system of linking imports to 
exports was adopted by the Chinese Government. 
At the ~end of the year, therefore, the supply 
position was once more indefinite and, until such 
time as the system settles down satisfactorily, 
indications are that firm offers will be difficult to 
obtain. 

In spite of increasing prices, business in Java- 
nese and Malayan rattans showed a marked ‘im- 
provement over the previous year. There was, 
however, still an apparent shortage of stock 
eargoes,. and some manufacturers were hard 
pressed to fulfl their commitments. The princi- 
pal market was the United States of America, 
where both baskets and furniture enjoyed- a 
popular demand, 


Mats & Mattines 

Compared with 1919, a slight improvement wa3 
registered in regard to export figures, This was 
mainly due to the domestic stabilisation of China, 
which permitted regular shipments to be made 
avallable in Hongkong. Rising labour costs, how- 
ever, are liable to prove a serious deterrent to _a 
greater volume of business, as there are many 
substitutes coming on to the market. which -may 
be keenly competitive unless the soaring prices 
for seagrass products are checked. “Here again 
the new policy of the Chinese Government was 
affecting supplies at the end of the year and it 
seemed that a waiting game would’ have to be 
played pending clarification as to the scope of 
the link system. 
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Cassix’ 

Exports of cassia have had a fairly good year 
in 1950, although the high prices commanded by 
Cassia_ Oil have made supplies of the Extra 


Selected Broken and Selected Broken grades 
somewhat difficult ta come by. 


As in previous: years, the heaviest shipments 
from Hongkong, after resorting and re-packing, 
went to India. Shippers found that they could 
always obtain better prices in the. Indian market 
than in Europe or America and that there is 
no Indian equivalent to the tests of the General 
Produce Brokers Association of London or the 
American Spice: Trade Association which are 
necessary in the case of sales to those markets. 


Indian import licences, however, have not 
always been available and this has had the effect 
of lgwering prices on the Hongkong market. 
London buyers have been quick to take the 
opportunity to purchase at figures within their 
range and business has been negotiated through 
London for destinations in Scandinavia, Germany 
and the Netherlands, the Middle East, Canada 
and Brazil, Shipments to the last country had, 
however, almost ceased at the end .of the year 
since that country’s regulations require freight to 
be payable at destination in Brazilian currency. 


Egg Products 

Egg Products have always been one of the 
major items of China Produce and the year 1950 
saw quite a considerable quantity of this class 
of goods passing through the Colony. 


A certain amount of liquid hen yolk was ship- 
ped, mainly to the European Continent, cargoes 
originating, in the- main, from Tientsin, Ship- 
ment from-- Hongkong was desirable for two 
main reasons, either to obtain a Hongkong bill 
of lading to enable Sterling payment from such 
countries as France, Italy and Germany, -or 
because some of the Communist Government 
Trading Companies had obtained the product on 
consignment from China. 


The more important branch of the business, 
so far as Hongkong is concerned, is that dealing 
with spray yolk and flaked albumen, and very 
large shipments were effected from the Colony 
throughout the year. Hen albumen was mainly 
bought by the British Ministry of Food, presum- 
ably for resale to bakers, and Hongkong became 
the supplying centre because from 1949 onwards, 
the People’s Government, which controls the 
export of this type of article from Tientsin or 
Shanghai, withdrew permission for foreign sur- 
yeyors and analysts to function in China, The 
Minjstry of Food terms previously stipulated 
that certificates of analysis by Mr. Dalton in 
Shanghai or Messrs. Burrows in Tientsin, who 
had internationally a great reputation for  re- 


liability. The Ministry of Food would not accept. 


the certificates issued by. the Chinese Testing 
House as final and made the condition that their 
purchases for the year 1950 should be on an f.o-b. 
Hongkong basis, with analysis certificates sup- 
plied by the Hongkong Government Laboratory 
or the Héngkong Laboratory, and survey xeports 


issued by certain approved British surveyors. 


Shipments to the United Kingdom amounted 19 
ahout 506-tons for the Spring pack and about 
the same for the Autumn pack. 


Some substantial shipments, again mainly al- 
burfen, were also made to Germany and France 
and here again it was desirable for this to be 
made from the Colony in order to comply with 
Bank of England regulations, Spray hen yolk 
was shipped largely to the United Sates of 
America to meet special requirements, as Americ2 


‘itself only produces spray whole egg. 


Feathers 

Throughaqut 1950, the market in feathers in 
Hongkong showed a good demand from overseas 
and this was especially true during the last. five 
months of the year. The total shipments. were 


somewhat larger. than in 1949 but it is difficult” 


to estimate just how much of this increase was 
accounted for by goods of actual South East Asia 
origin, as considerable quantities of North China 
feathers have found their way on to the market, 
It is probable that, if an accurate analysis of 
sources of origin for feathers shipped from the 
Colony was made, it would be found that supplies 
of proper South China goods originating from 
the Kwangtung: and Kwangsi Provinces were 
smaller as. compared to previous years and that 
supplies from Formosa, Indochina, Siam and 
Malaya have been on the incréase, 


As in 1949, the United States of America was 
the largest. purchaser and this was especially so 
during the latter part of the year, with more 
than half the ‘total exports going to that market: 
High price levels, and as a consequence, a dras- 
tically curtailed consumer demand for the finished 
articles in which feathers are used, brought. about 
a considerable drop in exports to the United 
Kingdom and only 9 per cent of the total went 
went to Britain as compared with 15 per cent in 
1949. -During the year Germany again came into 
the market and accounted for somewhat more 
than a quarter of the total shipments making her 
the second fargest buyer. Other shipments went 
to the Scandinavian countries, especially to Den- 
mark. Prices rose steadily throughout the year 
and were, at the end of December, approximately 
2% times more than what they had been at the 
close of 1949 and 834 times more than the ruling 
price at the end of 1948. 


Firecrackers 


Although the takeover-of oantrol by the Com- 
munist Authorities in South China affected the 
supply of firecrackers from certain producing 
areas, a steady demand from- America during 
1950 was able to be met by manufacturers with 
factories established in Macau. 


The tense situation in the Far East towards 
the end of the year brought some reaction from. 
American, buyers who began to place substantial 
orders for shipment during December/January, 
the total being estimated to be around forty-five 
thousand cases. With an approximate fifty thou- 
sand cases shipped during the Spring season, the 
year’s total amounted to ninety-five thousand, 
which was about twenty-five thousand cases be- 
low that of 1949. Probable reasons for this 
reduction in volume were the carry-over of stocks 
in America and the prohibition of imports of 
firecrackers into certain American States, 


Galangal 

As with practically every other item of China 
Produce, supplies of Galangal have been some 
what irregular during 1950 on account of the 
ever-changing regulations concerning exports 
from the mainland. Nevertherless, supplies were 
available until about the middle of December 
when the new bartering system was introduced, 
and the price shot up by more than thirty-five 
per cent from HK$40 to HK$65 per picul, The 
majority of shipments were made to the United 
tates of America, India and the United Kingdom. 


Camphcr 

Most of the Camphor found on the Hongkong 
market’ originates from Taiwan and _ supplies 
have been fairly freely available during the year. 
The -main demand for the product. was, as usual, 
for shipments to India, United States and the 
United Kingdom. As inthe case of many other 
items of China Produce, shipments to the United 
States of America and the United Kingdom were 
made direct from Taiwan, with only the doeu- 
mentation and finance being arranged through 
the Colony. The: result has been that the only 
actual stocks of the commodity. passing through 
the Colony haye ‘been those destined for India. 


Groundnuts. 


Atthough the only shipments of groundnucs 
actually landing jn the Colony during 1950 were 
smal] ones, mostly of the shelled variety origin- 
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ating from Siam and India, and mostly for local 
use, a substantial volume of business was done 
through Hongkong exporters, the majority of 
cargoes being shipped direct from North China 
ports... The principal demand came from Euro- 
pean countries and sales were largely put through 
London. ‘ 


At the beginning of October enquiries for new 
season cargo were brisk but, owing to uncertain- 
ty at that time regarding availability of supplies 
from the interior, it was not possible to meet 
the demand in full. Buyers were mainly inter- 
ested in November/December shipment and al- 
though most were not prepared to consider later 
shipments, some were forced by circumstances 
to accept December/January offerings after the 
earlier cargoes had been exhausted. 


The new season crop was reported to be a 
bumper one and as the Chinese Government was 
committed to supplying some two hundred thou- 
sand tons against their barter arrangement with 
East European countries, it was difficult to assess 
what exactly would be available for export 
against private contracts. The floor price was 
raised to US$200 C & F per ton, which seemed 
to local dealers rather high, and, at the end-of 
the year, a fifteen percent export tax was im- 
posed. This tax, in addition to the raising 
of the floor price and the refusal of the 
Chinese: Authorities to accept US dollars in pay- 
ment for outstanding contracts, together with 
their insistence upon conversion into other cur- 
rencies at dictated cross rates, caused consider- 
able difficulties for Hongkong exporters and has 
resulted in some serious losses to them. Condi- 
tions, therefore, at the end of the year were not 
very good and interested merchants look forward 
to 1951 with some justifiable gloom. 


Hides 

Buffalo and Cow Hides enjoyed a strong de- 
mand throughout the year, estimated shipments 
from the Colony totalling more than fifteen mil- 
lion Hongkong dollars. Continental Europe was 
the main buyer throughout the year, taking ap- 
proximately 50 per cent of the goods shipped, but 
substantial shipments were also made to Japan 
and to the United Kingdom, 


Prices remained steady at a fairly low level 
during the first seven months but from the, mid- 
dle of July to the end of the year, advanced 
continuously and from October onwards, at an 
increasingly rapid tempo. At the close of the 
year the price level was approximately 75 per 
cent higher than in July and was still rising but 
kuyers in Europe, particularly Turkey, were in 
such need of supplies that they paid the higher 
prices asked without demur. The spectacular rise 
in price was brought about by a gradual tighten- 
ing up of the export controls imposed by the 
People’s Government in Canton and at the end 
of the year, although supplies were reaching. the 
market in smaller quantities, they were not near- 
ly sufficient to meet the demand and there was 
little indication that the position would improve. 


Bristles 

One of the early commodities to become a 
Government Monopoly on the take-over of control 
by the People’s Government of China was Bris- 
tles, and it was some little time before exports 
were possible at all, The trade during the year 
fell into two phases as the application of export 
controls by, the American Government produced 
a sharp reaction on the part of the Chinese 
Authorities. 


During the first part of the year a fair trade 
was done in Hankow Bristles, substantial quant- 
ities of which arrived by rail. Shipments of 
Tientsin and Shanghai Bristles were mostly 
made direct from those ports, although Hong- 
kong exporters handled the majority of the 
transactions, so far as finance was concerned; 
the export of Chungking Bristles was, however, 
negligible, owing to the difficulty of transporting 
supplies to shipment ports. 
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The announcement of the American Export 
Controls was followed by the cancellation, on 
the part of the Chinese Government, of all out- 
standing Bristles contracts, although negotiations 
for fulfilment of some orders were still being 
continued at the end of the year. Orders booked 
by local shippers at the time of cancellation were 
estimated at around 3,500 cases of various grades, 
and very few of these have been delivered. 


The following is a summary of prices ruling 
at 17th and 31st December, 1950, showing thc 
upward swing -which was brought about by the 
cancellation of so many contracts. Prospects 
for 1951 are, at present, not very bright and 
it is probable that supplies will be most difficult 
to obtain, 


Price per lb. C & F New York 


17th Dec. 31st Dec. 
Hankow 17 kind 70% Tops US$6.40 7.80 
Chungking 27 Ass. 90% Tops 430 5.00 
Shanghai 17 kind 40% Tops 3.80 4.80 
Tientsin 55 Short Assortment 7,20 8.20 


Hog Casings 

Taken as a whole, the trade in hog casings 
during 1950 was a‘ profitable one, and the rising 
market has presented exporters with opportun- 
ities for making substantial margins over those 
normally accepted. 


During most of the year supplies were regular 
and, during the last four or five months, even 
plentiful. There was, however, an _ indication 
during December that sellers in China were hold- 
ing back because of the price drop in the princi- 
pal European markets. There was also the possi- 
bility that large puruchases had been effected by 
various eastern European countries and that this 
had affected availabilities of export cargoes. 


Up to about the middle of November there 
was a heavy demand in Europe, particularly in 
Germany, Portugal and the United Kingdom and 
during October an all time high in prices was 
reached in Europe, ‘as well as in North China, 
Portuguese buyers offering the best prices and 
German buyers just slightly lower. Some slight 
recession of prices took place after October but 
it was considered that this tendency had dis- 
appeared by the end of the year. 


Metal Ores, Refined Tin, Copper, Etc. 

The year under review has been an extremely 
difficult one for members participating in the 
export of these native products of China, which 
used to find their way through Hongkong to 
world markets in considerable quantities. 


The assumption of power by the People’s Gov- 
ernment was soon felt by rigid export restrictions 
on these products from the interior and it is 
now under strict Government control. Local 
stocks in the Colony were early exhausted, and 
replacements have only appeared in very small 
quantities through unrecognised and, therefore, 
extremely risky channels. 


The southern pfovinces of China produce about 
70 per cent of the total world production of 
Wolfram Ore and the shortage of supplies during 
the year to meet other rising demands from 
abroad resulted in a most erratic market register- 
ing from $270 per picul at the lowest level, to 
more than $850, with adequate stocks still un- 
available, at the end of the year. 


The price for refined tin has also been con- 
tinuously on the rise, moving, for 99 per cent 
grade, from: $450 to $1,000 or over per picul. 
Fifty-five to sixty per cent grade Pewter also 
reached an all time high towards the end of the 
year of over $570 per picul, and Antimony Re- 
gulus and Copper Ingets were entirely out of 
stock. Indications are that supplies in these 
trades are likely to remain uncertain for a con- 
siderable time to come and interested members 
view the future with a certain amount of gloom. 
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Oils 

It is estimated that approximately thirty-five 
thousand tons of wood oil passed through the 
Colony during 1950, mainly going to the United 
States and the United Kingdom, with only a 
very small percentage to Australia, Indonesia and 


Malaya. 


Stocks at the beginning of the year were low 
and prices ruled high in. comparison to those in 
North China. Shortly after the occupation of 
Canton by Communist Authorities, it was rcport- 
ed that wood oil would only be permitted for 
export on a barter basis, but this plan was 
subsequently cancelled and cargo continued to 
arrive both by rail and by sea via Macau. Prices 
declined steadily from around £215 in January 
to £195 in May, and although the Canton Au- 
thorities endeavoured to control this downward 
trend, the effect was nullified by arrivals from 
North China at cheaper levels. 


During June the Canton Authorities imposed 
a semi-embargo on wood oil exports. The regu- 
lations called for shippers to furnish evidence of 
sale abroad before export from Canton was per- 
mitted, the idea being to force up prices again. 
Exporters, however, concentrated on filling their 
requirements through Shanghai, and, as a result, 
shipments from North China ports showed a 
marked increase. 


Demand began to fall off towards the end of 
the year, probably owing to substantial ship- 
ments, of which the majority were afloat unsold, 
made to the United States of America by Chinese 
shippers, which had the effect of depressing the 
market. In addition, subsequent sales at well 
below current market prices were made to Cze- 
choslovakia from stocks received under barter 
arrangements with China. Very little business 
passed during this period and although European 
buyers werg willing to pay £205 per ton c.i.f., 
local dealers’ ideas were more in the region of 
£217. 

A small but steady business in Aniseed Oil 
was done during the year, amounting to several 
thousand drums, the majority of which went to 
European and United Kingdom buyers. Cassia 
oil was in poor demand and supplies were scarce 
for the first nine months of the year. Some 
business was done but purely of a speculative 
nature. Very little business was done in Rape- 
seed Oil, largely owing to high prices, poor 
quality cargo and very limited supplies. 


Raw Silk 

During the three years immediately following 
the war, the Canton raw silk industry was 
severely handicapped by high production costs, 
making its products non-competitive in world 
markets. However, the summer of 1950 saw a 
sharp rise in raw silk prices from Japan and 
this greatly assisted the Canton industry, which 
was now able to sell at competitive prices to 
France, the United States and India. 


The Canton Government also helped the in- 
dustry back on to its feet by giving financial 
assistance to the silk filatures and by re-establish- 
ing the pre-war Silk Conditioning and Testing 
Bureau. This Bureau carries out quality. tests 
and establishes the conditioned weights of all 
Canton Raw silk, according to modern methods, 
before it can be exported. 

Production in’ 1950 totalled six thousand bales 
each of eighty catties of raw silk of the better 
grades suitable for export, and these went to 
France and the United States, each with one 
thousand five hundred bales, and to India which 
took two thousand six hundred bales, leaving four 
hundred unsold at the end of the year. Al? 
these exports were made and financed through 
Hongkong. 

Prices showed an upward trend throughout the 
year, moving for Crack Chop 20/22, which might 
be taken as a basis standard quality, from $1,600 
in May to $2,655 per picul in December. 
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Production was, of course, still very consider- 
ably below pre-war figures, when thirty to forty 
thousand bales were exported each year, but it 
is thought that, given stable conditions in the 
Canton area, production in 1951 should reach 
from eight to ten thousand bales. 


The Colony also took part in a substantial 
amount of transit trade in this commodity, some 
seven hundred bales of Korean origin being ship- 
ped to Europe and India, about four hundred 
piculs of Szechuen origin to the same market 
and about six thousand piculs of Shanghai raw 
silk, of which three quarters went to India ana 
the balance to Europe. 


Waste Silk 

There was a strong demand throughout the 
year for all types of waste silk obtainable in 
Hongkong and the supplies available were insuffi- 
cient to meet the demand, so that in this market 
also, the tendency of prices was upwards and the 
market closed very firm at the end of the year. 


The improvement in quality of the raw silk 
being produced in Canton led to a corresponding 
improvement in the quality of waste silk and 
nearly one third of the production consisted of 
higher grade material which found 4 ready sale. 
Exports for the year originating from Canton, 
totalled some seven thousand piguls, of which 
three thousand five hundred went to France, two 
thousand five hundred to Italy and Switzerland, 
with small quantities to Britain and one thou- 
sand to the United Itates. Prices ranged from 
$658 per picul early in the year, to about $759 
in the middle and $950 at the end. 


About four thousand piculs of better quality 
Szechuen waste silk moved through the Colony 
during the year, mostly going to France, Italy 
and Switzerland, with prices ranging from: $600 
to $940. The lower grade yellow Szechuen pro- 
duce was not so conspicuous, only about seven 
hundred piculs being handled, mostly fer France 
and Japan, with prices ranging from $160 to 
$450. 


A quite healthy trade was conducted in Korean 
waste silk but supplies, of course, dried up when 
the fighting broke out in the supplying area. 
Before the cutbreak of the Korean war, however. 
about one thousand piculs were despatched to 
France, Italy and Switzerland, with prices rang- 
ing frpm $600-$750. This being high grade waste 
silk, it was estimated that if it had been -avail- 
able at the end of the year, it would have been 
selling at about $1,200. 


The market for pierced cocoons in common 
with the rest of the waste silk market also show- 
ed an upward trend. About six hundred piculs 
of Canton origin went to France and Italy, with 
prices varying from $380 to $590 per picul, while 
some two thousand piculs of Siamese origin went. 
to Japan, France and Italy with prices from 
$180 to $450. 


LOCAL INDUSTRY 

The opening up of the United Kingdom market 
by the placing of a large number of Hongkong 
manufactured goods on open genéral licence for 
import into the country gave exporters an oppor- 
tunity which they have not been slow to seize; 
and local industry has profited considerably dur- 
ing the year under review. 


Many difficulties have, of course, been encour- 
tered, not least of which has been that of getting 
costings passed by H.M. Customs so that the 
¥oods shipped could be admitted at Imperial Pre- 
ference rates of duty. This particular problem 
has been continually in the minds of members of 
the Accountants’ Advisory Committee and several 
Meetings have been held where it has been possi- 
ble for costing accountants to discuss together 
the different problems confronting them and to 
arrive at uniform metliods of presenting costings 
to H.M. Customs. The Hongkong Government 
Office in London has been of tremendous assis- 
tance to all concerned in acting as a liaison with 


H.M. Customs, and the Committee places on re- 
cord its appreciation of the wise decision made 
by Government in maintaining this office which 
was,-originally, only established as a temporary 
post-war expedient and has since proved itself 
of such signal value to the Colony as a whole. 

Shortage of raw materials: and their rising 
costs were accentuated by the sudden application 
of export controls by the United States Govern- 
ment during December, but it is hoped that the 
prompt measures taken will relieve the situation 
and that an adequate flow of essential raw mate- 
rials will soon be available. 

Costs of production have, in general, continued 
to rise and the more reputable manufacturers 
have wisely devoted much time to questions of 
quality combined with éfficient factory operation 
so as to enable their products to remain competi- 
tive in world markets. The possibility of devis- 
ing a set of minimum manufacturing standards 
was investigated early in the year by a joint 
committee of members of the Chamber and re- 
presentatives of the Chinese Manufacturers’ 
Union, but some manufacturers found themselyes 
unable to accept the idea in principle, many of 
them believing that acceptance of minimum 
standards for products involved standardisation 
and this they were not prepared to do. Nor did 
they seem prepared to aceept the explanation 
that standardisation was not the aim of the Joint 
Committee and the project was, for the time 
being, dropped. 

The question was, however, brought to life 
again during the late summer when a series of 
serious complaints against shipments of locally 
manufactured goods was brought to the notice 
of Government. The Director of the Department 
of Commerce and Industry took the view that 
irresponsible transactions of the nature com- 
plained against were likely to do irreparable 
harm to the Colony’s industries and that, unless 
urgent action was taken to ensure some guaran- 
tees as to the quality of goods shipped, there 
was a probability that the United Kingdom might 
revert to a quota basis so far as the import of 
Hongkong manufactured goods was concerned. 
He, therefore, formed a Committee on which 
there were representatives of Government, the 
Chambers of Commerce, and the Manufacturers’ 
Union, to re-examine the whole matter. Messrs. 
A, R. Brown and the Secretary of the Chamber 
are the Chamber’s nominees and a series of 
meetings have been held by them, with repre- 
sentatives of different manufacturers’ Associa- 
tions with whom a substantial measure of agree- 
ment in principle has been reached. 


The Committee had not finalised its recommen- 
dations at the close of the year, but it is hoped 
that the results of their work will become ap- 
parent in the near future, and that benefit will 
accrue to those manufacturers and merchants 
who insist on quality as the first sales factor 
rather than accepting purely price considerations. 


Buttons 

The manufacture of buttons in the Colony con- 
tinued to expand throughout the year in ‘spite 
of being handicapped by difficulties in obtaining 
supplies of raw materials, particularly of shells. 
Local factories produce nut, bone, trocas, mother- 
of-pearl and fresh-water shell buttons and the 
industry is capable of a considerable rate of 
output. 

Many new markets turned to Hongkong during 
the year to fill their requirements for this com- 
modity and it is hoped that a high standard o* 
quality will be maintained, so that the presen* 
interest being taken in the Hongkong button will 
not be diverted to other sources of supply be- 
eause of failure to keep up the initial high stan- 
dards of quality. 

Given an adequate and regular supply of raw 
materials the industry has a promising future. 
The local product can qualify for Imperial Pre- 
ference when imported into the United Kingdom 
but, nevertheless, it is the opinion of many ex- 


porters that Hongkong manufacturers muet 
realise that the development of their business 
depends to a great extent on their ability to 
produce buttons of good selection and uniform 
workmanship. 


Cement 

The Green Island Cement Co., Ltd, continued 
its post-war programme of rehabilitation and re- 
construction and is now within measurable dis- 
tance of replacing the losses suffered during the 
occupation. 

Production of cement rose to 66,415 tons, an 
inerease of 9,498 tons over the previous year. 
Somewhat larger exports were made to British 
North Borneo, Sarawak, Singapore and Malaya, 
particularly in the latter half of the year, 


Manufacturing costs registered a further re- 
duction so that it was possible to lower the 
average selling price to consumers by approxi- 
mately 7 per cent, 


Made-up Garments 

The export of articles of clothing made-up 
from knitted and woven fabrics, such as interlock 
and cellular sports shirts, khaki shirts, etc., 
amounted during the first eleven months of 1950 
to just over $78,000,000 worth of goods, as com- 
pared with $16,000,000 in 1949. This large in- 
crease was partly due to the lifting of quota 
restrictions for imports to the United Kingdom, 
which were removed late in 1949, and to a large 
and unprecedented demand from Indonesia, 


From the time these goods were placed under 
open general licence, hundreds of Imperial Pre- 
ference costings were submitted to H.M. Customs 
in London for e¢xamination and approval and 
this resulted in some considerable delays, as the 
amount of work involved for Customs must have 
increased considerably. It is, however, believed 
that steps have been taken to ensure that ex- 
amination of costings is carried out more expedi- 
tiously in the future, although H.M. Customs will 
uhdoubtedly continue their present practice of 
exercising strict supervision of these costings and 
certificates of origin in order to ensure that goods 
not only qualify for Imperial Preference but are, 
in fact, of Hongkong manufacture. 


For the first half of the year business was 
extremely good and practically all factories were 
fully engaged, From the time of the outbreak 
of the Korean war manufacturers in this, as in 
so many other local industries, were faced with 
rapidly increasing costs of production which had 
their inevitable effect on selling prices. The cost 
of yarn in particular advanced steadily, and at 
times in a most alarming manner, and by the 
end of the year there was a considerable slacken- 
ing off in the demand for the Colony’s products. 
There were however, signs of some markets re- 
sponding to the increased selling prices, and the 
industry faces the future with confidence, largely 
based on the knowledge that the quality of its 
products has shown considerable improvement 
during the year, thus keeping prices in favour- 
able comparison with those of other supplying 
areas. 

The Colony’s three largest customers were 
Malaya, Indonesia and the United Kingdom, but 
clothing and underwear from Hongkong were 
shipped to many places throughout the Far East. 
An interesting tendency throughout the trade, 
was that shown by manufacturers who utilised a 
much greater quantity of Hongkong manufactur- 
ed materials than has been the case in earlier 
years, when material of Indian origin was nor- 
mally used. 


Preserved Ginger 

Like the rubber canvas shoes industry, the 
Hongkong preserved ginger industry has not had 
a particularly happy year during 1950, and the 
export of this commodity fell by nearly 50 per 
cent, with total sales of about twenty-one thou- 
sand five hundred casks and three thousand five 
hundred cases of ginger packed in jars, to the 
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total value of a little more than five and a half 
million dollars, 

The principal drop in the export market was 
in the trade with the United, Kingdom, which 
only took about one thousand one hundred tons 
as compared with. four thousand five hundred 
during 1949. Exports to Canada and the United 
States showed a small ‘increase of about one 
hundred thousand dollars, while trade with Aus- 
tralia remained small and that with South Africa 
showed only a very slight increase. 

Trade with Holland was resumed during the 
year and a total of more than five hundred tons, 
valuetl at one and a half million dollars, was 
shipped to that market but exporters were still 
unable to reopen the German and other European 
continental markets. 


Preservers weré able to obtain a good supply 
of raw ginger during the July/October season 
but found prices raised by approximately ten 
per cent. There was also an increase of from 
ten to fifteen per cent in the prices of sugar 
from the United Kingdom and barrel staves 
which aré imported from .Canada. Production 
costs were, therefore, up, but in view of the 
poor demand from potential markets, selling 
prices could not rise accordingly and remained at 
the 1949 levels, 


Ropework and Hem)» 

During the year the output of Manila Hemp 
Rope in the Colony increased over that of 1949, 
as did local deliveries. Direct exports of rope 
to other Eastern markets also improved althouzh 
import restrictions in a number of countries in- 
terfered with demand. 


The restrictions imposed by the Philippine 
Government on the export of hemp to Hongkong 
placed local manufacturers in some difficulty 
regarding supplies of raw material, and it is 
hoped that there will be adequate supplies avail- 
able during the coming year. 


Balings of Manila hemp increased considerably 
over earlier years but, with the world shortare 
of hard fibre, increased buying by Japan, and 
stock-piling in various countries, the market 
was firm and as supplies were scarce prices in- 
creased considerably. 


Rubber Canvas Footwear 

Rubber Footwear was exported to the United 
Kingdom under open general licence throughout 
the year and, accurate figures are not, therefore, 
available of the values of shipments of summer 
and winter footwear respectively exported to 
that market under Imperial Preference condi- 
tions. It is, however, believed that the value of 
shipments of summer footwear was up to that 
of the previous year, in the region of £416,000 
worth. 


On the other hand there was a marked drop 
in the export of winter footwear. This was 
brought about by rising costs and’ the failure of 
the United Kingdom market to be able to accept 
the increased prices, From the time hostilities 
broke out in Korea, manufacturers were faced 
continuously with the burden of rising costs of 
all their basic raw materials. Business became 
increasingly difficult, and it led finally to the 
closure of one of the large factories and the 
temporary suspension of operations, for the last 
five months of the year, by the largest factory 
on the Hongkong Island. 


Towards the end of the year notification was 
received from H.M, Customs in the United King- 
dom that they were prepared to admit to Pre- 
ference certain lines of winter footwear manu- 
factured by specific factories, without preparation 
of periodical costings, provided that statements 
showing various details were submitted to them 
by the Accountants concerned during specified 
periods. It is hoped that in due course H.M. 
Customs will agree to dispense with the necessily 
of submission of factory. costings for most of 
the lines that are at present being exported to 
that market. 


During the first half of the year about seven- 
hundred thousand to one million pairs of shoes 
were exported to China and in the last six 
months three to four million pairs have been 
shipped to Formosa. Small but regular business 
was done throughout the year with Australia, 
the Philippines and British West Indies and 
other markets. Generally speaking the year has 
not been a good one for the industry and it 18 
faced with costs rising still further in conse- 
quence of the rearmament programme all over 
the world, whereas selling prices cannot be raised 
owing to increasing consumer resistance. 


Sewing Needles 

The sewing needle market in Hongkong was 
quite normal during the first half of 1950, but 
the subsequent placement of the commodity on 
open general licence for import into India gave 
Indian merchants an opportunity, which they 
were not slow to seize, to import the goods freely 
into that country, Large orders were immediately 
placed with the only factory in Hongkong manu- 
facturing this type of needles and, in spite of 
the greatly increased demand for the product, it 
is noteworthy that the manufacturers did not 
immediately raise prices. 

Costs were, however, forced up later during 
the year, principally by the increased price for 
mild steel wire rods which moved up about fifty 
per cent. These increases were generally attri- 
buted to the outbreak of the Korean War and 
in August the manufacturer’s prices had to be 
raised up ten per cent. Later in the year, as 
a result of further increases in raw material 
costs, price revision again became necessary. 


India continued as far the largest buyer of 
Hongkong manufactured needles, although some 


shipments were made to America, Pakistan, 
Burma, Indonesia, Malaya, South America, ail 
parts of Africa and the Middle East, In these 


latter markets, however, sales depended largely 
on price factors and the availability of import 
licences. By the end of the year the demand 
for sewing needles was so great thatthe manu- 
facturers closed with a very heavy order book, 
leaving them fully engaged up to April, 1951, 
and prospects thereafter are uncertain being de- 
pendent upon the availability of raw materials. 


Hosiery Needles 

Although there are no hosiery needle factories 
in the Colony, an interesting business in this 
commodity is carried on with goods supplied from 
Shanghai and notes on it are included in this 
section of the Report in view of the close asso- 
ciation of the trade with sewing needles. 


The trade in the first half of the year was 
almost completely dominated by direct shipments 
and/or transhipments from Shanghai, with little 
or no stock parcels appearing on the Hongkong 
market and it was stimulated by the visit to 
the Colony of several important buyers from 
India who placed substantial orders. 


’ During the second half of the year, however, 
Shanghai factories’ difficulties in obtaining raw 
materials considerably affected the trade and 
Jater, the introduction of export restrictions by 
the People’s Government still further curbed 
business, so that at the end of the year it had 
practically ceased to exist, with only small par- 
eels occasionally on the market, mostly brought 
in by importers with very little knowledge of the 
trade. 


Torch Cases, Bulbs & Batteries 

Expansion of the old-established torch case 
industry was hampered during the year by the 
growing difficulty of obtaining adequate supplies 
of brass strip and tinplate, particularly from the 
United Kingdom. In order for these goods to 
admitted to the United Kingdom under Imperial 
Preference conditions, it is necessary that the 
prime material used in manufacture should be 
of Empire origin and, therefore, the United King- 
dom demand for Hongkong torches could not be 


fully exploited. The Colony maintained its posi~ 
tion, however, in other markets which have long 
imported local torches. The standard of work- 
manship in the industry has undoubtedly im- 
proved and the better quality torches produced 
in Hongkong bear favourable comparison with 
the best goods from any other producing centres. 


India continued as the main buyer of locally 
manufactured bulbs and kept the Hongkong 
factories in production despite the fall in demand 
from other markets, which has somewhat peter- 
ed out with progressively more stringent enforce- 
ment of exchange and export regulations, More- 
over, rising costs of raw materials handicapped 
the local industry in competing fér business with 
United Kingdom and there was very definite 
slowing down towards the end of the year. 


The fact that attention has been turned to the 
manufacture of batteries in some of the markets 
traditionally served by Hongkong, together with 
the application of exchange restrictions, proved 
serious obstacles to the normal development of 
this industry but sturdy efforts were made to 
push sales in other countries so as to compensate 
for such partial loss of markets as has been 


suffered. 


Vacuum Flasks 

The biggest difficulty which the three large and 
several smaller factories manufacturing vacuum 
flasks in Hongkong have had to face during 1950, 
has been the greatly increased cost cf raw mate- 
rials and the extreme scarcity of tin plate and 
brass sheets. Most of the tin plate comes from 
America and the brass from the United Kingdom, 
and both these sources of supply were providing 
only a mere trickle at the end of the year. 


Approximately two thousand labourers were 
employed in the industry throughout the year and 
production amounted to some fifteen hundred 
cases per month, selling at an average price of 
$450 per case, Thé chief buying markets were 
the traditional ones in the Middle East, Australia, 
India, Malaya, Siam, Java, South Africa and 
South America and the industry feels that, with 
an assured supply’ of raw materials, it could 
expand considerably. 
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HONGKONG’S TRADE 
REPORT FOR 
FEBRUARY, 1951 


The trade figures for February show a marked 
decrease compared with January, both in imports 
and exports. Compared_with the month of 
January, 1951, imports at $345.9 million were 
down by 23.6% and exports at $448.1 million 
down by 17.6%, the figure for total trade’ at 
$794.1 million showing a decrease of 20.8%. 

Figures for trade with China and Macao are 
shown in millions of dollars below, last month’s 
figures being given in brackets :— 


Imports Exports Total 
China, N, 17.0(29.1) 62.9( 61.4) 79.9( 90.5) 
China, M, 8.5 (14.5) 15.4( 21.5) +28.9( 86.0) 
China, S, 82.5(33.9) 110.2(166.1) 142.7(200.0) 
Macao 8.0( 9.4) 18,9( 28.2)  26.9( 87.6) 
Total 66.0(86.9) 207.4(277.2) 278.4(264.1) 


The item in imports from North China which 
showed the largest decrease was wood oil. Other 
large decreases _were, groundnut oil; alimentary 
pastes (macaroni, vermicelli and similar prepara- 
tions); vegetables, raots and tubers for human 
consumption; and soya beans, . Main decreases 
in exports were, cotton fabrics, sheep’s and lambs’ 
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HONGKONG DEPARTMENT OF COMMERCE 
- & INDUSTRY REPORT FOR FEBRUARY 1951 


Import and Export Control:—The number of 
Import Licences issued totalled 4,897 and otf 
Export Licences 8,617, an overall reduction of 
2,981 on the previous month. More staff hag 
been made available to enforce export prohibi- 
tions, but despite the large number of vessels 


of refined sugar from Middle China again showed 
a drop of $2.9 million. Exports to that area 
were down by $6.2 million, notably fishery pro- 
ducts for food, and textile fabrics. Imports of 
wood oil from South China increased from $1.9 
million to $10.4 million but there were decreases 
in imports of white rice, from $10.1 million to 
$4.2 million; yarns and threads, from $1.9 mil- 
lion to $0.6 million; and swine, from $3.0 million 
to $1.9 million. The largest export decreases 
were raw rubber, dyeing and tanning materials, 
textile fabrics, iron and steel, pharmaceutical 
products, gunny bags, cement, non-ferrous base 
metals, machinery, non-electrical and electrical 
machinery: 

Figures for trade with China and Macao fo 
the first two months of 1951 in millions of dollars 
with comparison for the same period of 1950 in 


wool, scoured, and yarns and threads. Imports brackets are as follows:— 
Imports Exports Balance 
China, North 46.1 ( 68.7) 124.3 ( 69.0) + 78.2 (4 5.3) 
China, Middle 23.0 ( 14.4) 36.9 ( 61.0) + 13.9 (4 46.6) 
China, South 66.5 ( 17.5) 276.3 -( 45.4) +209.8 (4 27.9) 
IM RCAO Site ooo ccc daip)\s/einisin 17.4 ( 13.3) 47.1 ( 48.2) + 29.7 (4 34.9) 
AGUS Gragodocadan visieie/ele 153.0 (108.9) 484.6 (223.6) + 331.6 (4114.7) 


Figures in millions of dollars for trade during 
February with specific localities of China or by 


specific routes, are as follows (last month’s 
figures are shown in brackets) :— 
Imports Exports 

FROVMOBA 6.0, aj5\s/ s/eje,0.07e 4.6 (8.8) 8.9 (14.2) 
South Chtna (by land) 13.5 (7.0) 40.6 (73.0) 
Shanghai (by rail) 1.4 (0.5) 6.7 ( 9.4) 
Shanghai (by sea) 2.9 (9.1) 14.8 (10.5) 
Hainan, Vp nese oct ss 0.04(0.1) 0.02( 0.4) 

United Kingdom:—Imports rose from $42.8 


million to $50.2 million, the main items responsi- 
ble for, the increase being iron and steel, vehicle 
and transport equipment and electrical machin- 
ery. Imports of fertilizers and refined sugar to 
the value of $2.5 million and $1.1 million respec- 
tively as against nil shipment in January were 
recorded. Exports fell from $21.8 million to $14.6 
million; the chief items affected being wood oil; 
textile fabrics; and clothing and underwear of 
textile materials. 

Australia:—Imports went down by over 40% 
to $6.8 million. Main decreases were, wheat 
flour, sheep’s and lambs’ wool, scoured, and dairy 
products, eggs and honey. 

Canada:—Imports showed a drop of $5.0 mil- 
lion almost entirely accounted for by, decreased 
imports of wheat flour, fishery products for food 
and manufactured articles. 

Pakistan:—Imports of raw cotton were down 
by $11.7’ million. Exports of yarns and thread 
and of manufactured articles were up ‘by $14.2 
million and $1.8 million respectively. 

Belgium:—Imports valued at $5.3 million 
showed a falling away of $3.2 million almost 
entirely due to decreased imports of iron and 
steel; and non-ferrous base metals. 

Holland:—Imports declined sharply from $16.1 
million to $5.8 million, chiefly due to the absence 
of sugar shipments and decreased imports of 
dyeing and tanning materials. The rise in ex- 
Ports of $4.7 million was mainly attributable to 
wood oil. 

Italy:—Imports of yarns and threads recorded 
a reduction of $1.6 million. 


Japan:—Imports showed a big reduction of 
$22.5 million, textile fabrics, paper and paper- 
ware, machinery, non-electrical, fishery products 
for food, rubber tyres, and dyeing and tanning 
materials, being the principal items. Exports 
increased from $14.5 million to $32.3 million the 
principal items being refined sugar, groundnuts, 
shelled, hides and skins, and soya beans, 

Philippines:—An all round decrease in exports 
of $3.4 million was recorded, notably tobacco. 

Thailand:—White rice imports increased by 
$5.5 million and exports of textile fabrics showed 
a reduction of $3.0 million. 

U.S.A.:—Imports again fell from $29.5 million 
in January to $19.9 million in February. The 
main items which showed decreases were phar- 
maceutical products, dyeing and tanning mate- 
vials, fertilizers and manufactured articles. On 
the other hand there were increases in imports 
of. fishery products for food, tobacco and textile 
fabrics. Exports showed a decrease of $5.8 
million, 

Air Freight:—The air freight figures for the 
month are as follows :— 


Weight Value 
Imports ............ 44619 kg. $12,286,371 
Exports 36,799 ,, 11,183,237 
Motal, ©) sescsicwen'e 81,818 kg. $23,469,608 


Switzerland supplied goods by air to the value 
of -$7.2 million and United Kingdom $1.3 million. 

Japanese Trade:—Both imports and exports 
financed through the Open Account reached re- 
cord levels during the month, imports being 
valued at US$11,480,000 and exports at US$8,261,- 
000. Considerable progress was made towards 
righting the present disbalance on the account, 
export contracts being signed for goods to the 
value of US$5,456,000 compared with the issue of 
import licences to the value of US$1,905,000; 
One interesting tendency is that towards a grea- 
ter number of small export contracts instead of 
the small number of large contracts which pre- 
viously characterised the trade. In February, for 
example, a total of 267 export contracts were 
signed, 


searched, the total of cases has decreased con: 
siderably. The biggest seizure was effected on 
the 14th February when a lighter on tow, which 
had cleared for Macao, was intercepted and was 
found to have on board the following quantities 
of oil in excess of its manifested cargo—704 
drums x 58 A.G, and 879 x 5 A.G.—stowed 
beneath 2,200 bags of cement. The case is still 
pending. The licence of one motor junk was 
cancelled by the Marine Department at the re- 
quest of this Department, after the master had 
been convicted four times for attempting to 
export oil without permission. There were 16 
seizures of other prohibited exports, e.g. rice, 
cheese, canned meat, sugar, cotton yarn, tinplates 
and empty bottles, but the quantities were not 
large. The inauguration on the 16th February of 
entry and exit passes into and from China has 
considerably reduced the number of passengers at 
Lowu railway station at the border, and eased 
the duties of the Revenue Staff stationed there. 

Supplies:—(a) Rice:—Sales of rice were almost 
exactly the same as in the previous month, being 
8,604 tons against 8,601 tons in January. Re- 
eeipts from Bangkok totalled 9,679 tons, After 
a slight falling off around Chinese New Year, 
imports from China revived. Free market prices 
were steady. 

(b) Meat:—Shipping delays from Australia 
have continued and it is unfortunate that these 
delays have coincided with an almost complete 
cessation of cattle imports from China which 
has more than doubled the price of fresh bectf. 
(c) Fuel:—The price -of coal had to be raised 
again on the 19th February to meet rising freight 
retes. Stronger demand for ships has resulted in 
the local employment of an increased number of 
coal-burning ships. In consequence it was thought 
advisable, in order to conserve stocks, to limit 
bpnker sales, and the effect was to reduce sales 
in February to 15,000 tons eompared with 20,600 
tons in January, Imports of firewood from China 
fell away towards the end of the month, while 
shortage of shipping is hampering shippers from 
overseas sources, The retail price in Hongkong 
rose from $8.50 to $17 per picul. It was there- 
fore decided to make immediate arrangements to 
issue supplies from the Government stockpile on 
a rationed basis. 

Industry :—Imperial Preference Certificates and 
Certificates of Origin issued totalled 1,495. A 
certain slowing down in industrial activity, fol- 
lowing on the drastically reduced flow of raw 
materials from the U.S.A., became noticeable 
during the month. A further 865 Essential Sup- 
plies Certificates were approved during February, 
making a total of 1,874 issued since the middle 
of December, 1950. In addition a further 42 
applications were cancelled and 117 refused, while 
804 were still receiving consideration. 

Price Control:—Enforcement of the Price Con- 
trol Regulations was taken over by the Revenue 
Staff. 

Collection of Revenue:—Revenue collected un- 
der the following subheads amounted to (last 
month’s figures are given for comparison) :— 


Feb., 1951 Jan., 1951 
$ $ 

Local European Liquor .. 65,755 91,768 
Local Native Liquor .... 402,277 478,601 
Imported European Liquor 973,256 918,552 
Imported Native Liquor , 32,002 17,497 
Medicines & Toilet art. .. 273,294 441,075 
Table water ......... nate 46,518 41,680 
Tobacco wee 2,768,444 8,646,868 
Hydrocarbon Oil ........ 1,524,417 1,604,876 
Licences 4 iikseviewss Rsishin 60,557 115,084 
6,146,518 7,410,500 

Feb., 1951 Jan., 1951 

Duty from American Cig. $805,051 $548,342 
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Seizures of Dutiable Commodities:— 
(i) Tobacco:— 


Chinese tobacco” ....+- 1,444.5 Ibs. 
Chinese manufactured 
cigarettes ...--- ian 14,640 pes. 
Local manufactured ‘ 
cigarettes seeenee nes 5,970 ” 
Macao cigarettes .....- 466,120 » 
Foreign cigarettes ..... ° 12,000 ” 
(ii) Liquor :— 
Chinese wine .....- 148.75 gals. 
Foreign wine ...... 59 bots. 
Beer ..ccseveevese 13 ” 
(iii) Proprietary Medicinal and Toilet 
Preparations :-— 
Tooth paste .....03++- 17 ‘tube: 
Toilet preparations 
(mixed) ....0% Sisisieiate 477 _pes. 
Chinese medicines .... 79 bots. 
168 boxes 
1 tin 
Certificates of Origin:— 
Imperial Preference Certificates issued 601 
Certificates of Origin issued ........ 894 
1,495 


Declared value of local manufactures 
covered by the above certificates .. $22,459,043 


Values of Local Manufactured Goods Exported 
under Imperial Preference Certificates & 
Certificates of Origin for the Month of 
February, 1951 


Countries Value ($) 
Europe :— 


United Kingdom 2,767,436 
North Europe 269,418 
Australasia :— 
Australia. wise 466,917 
New Zealand 89,105 
America :— 
British West Indies .............. 395,330 
Central “America aisisiwces isis cea 518,321 
Africa :— 
Union of South Africa .......... 384,103 
British East Africa 709,384 
British West Africa 182,425 
Portuguese East Africa 21,660 
BUS yD bamssereaisinieleaiaisyaictara a nvelafetelessislets 48,447 
Asia :— 
Malaya 1,178,768 
APR Gicicvepe acs vincecoa/ni are st 20,838 
British North Borneo ..... ae 118,757 
Sia tel ape forcn 131,075 
Ceylon ares 874,175 
TENSHENGS | aisiainrays{cisiese c 79,020 
Syria Pte 11,982 
Burma 4 at 66,663 
PASE EW danbaosuucbirenn Gnan 18,642,211 
British Commonwealth, Other .... 345,485 
Indonesia yo vic stesccispaiscits scenes 47,575 


Total clsisiviee edie eacueacece ++s 22,459,043 


fae fearing teenie eerie Eek eS 
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HONGKONG COMMODITY MARKETS 


Few transactions of any importance 
took place during the past week. Deal- 
ings in most commodities were slow 
and buyers from China were cons- 
picuous by their absence, their require- 
ments for the time being having been 
satisfied and prices of most commodi- 
ties on the local market being too 
high to encourage dealings under the 
import-export system. 

‘The fall in imports from the United 
States as shown by the February trade 
figures has had its effect on the mar- 
kets, but hopes are arising for an 
increase in trade with Japan. Mean- 
while, certain requirements. that 
formerly came: from the USA are 
being supplied from Europe and have 
helped for the time being to tide the 
Colony over a lack of consumer goods 
and raw matefials that otherwise bade 
fair to cripple its economy. 

Cotton Yarn 

The cotton yarn market opened dull 
but brightened as export - possibilities 
developed. Activity in locally-made 
yarns increased, with dealers from 
Pakistan and Indonesia negotiating for 
April shipment. With speculators, 
holding up the prices of cotton yarns, 
it happens that the rates quoted by 
local mills are in some cases as much 
as $200 below the market price: Yacht 
brand 32’s sold for $2270 per bale and 
White Elephant 382’s were transacted 
at $2300 per bale. Trading in Indian 
yarns was brisk and mainly in the 
higher counts: in 26’s Hindustan & Co. 
sold at $2060 and later at $2090 per 
bale, Kotak & Co. changed hands at 
$2020 and $2080, Loyal Textile Mills 
rose to $2120 and Sree “Meenakshi 
Mills to $2075 per bale; in 32’s sales 
were effected of Lakshmi Mills at 
$2365 per bale, Madura Mills at $2390 
and $2400 per bale; in 40’s Cockatoo 
brand and Madura Mills both sold at 
$2800 per bale. 

Cotton Piece Goods 

Indian merchants were in the cotton 
piece goods market purchasing grey 
sheeting for export to the Middle East, 
and sales of 36” 40 yds. (Indian) were 
made at $64 per bolt falling later to 
$62.50 per bolt; Man & Horse 42” 38 
yds. was quoted at $68 and $67 per 
bolt; Japanese 2023 sold at $77 per 
bolt. Some low quality Indian white 
cloth 36” 40 yds. sold at $68 per bolt. 
Peacock brand white drill (Indian). 15 
lbs. was transacted at $82 per bolt. 
Hongkong manufactured drill 30” 40 
yds. was offered by the mills at $76 
per bolt; HK-made Lucky Star brand 
drill was quoted at $79 per bolt. 
Indian Polar Mill brand drill was 
quoted at $77 and later fell to $76 per 
bolt. 

Metals 

'Trade with China in metals is, for 
the moment at least, at something of 
a stalemate. The newly-established 
Metals 'Trade Commission regards the 
prices ruling in Hongkong as unrea- 
Sonably high; at the same time local 


merchants feel little encouragement in 
sending metals to China under the 
barter system, the profit allowed being 
too low. The market is further limited 
by the-many controls existing. On the 
whole, the trend of the market was 
weak. Mild steel round bars, however, 
remained popular and showed some 
activity: 56” to 1”, 20’, sold at around 
$75 per picul on the average, and 1%” 
to 3” stood at $77; 40’ 5%” to 1” was 
quoted at $85 per picul. Mild steel 
plates were also active, being in 
demand by dealers from China, 
although the _ specifications chiefly 
required are running low in stock held 
locally: 4’x8’ 1/32” was quoted 
nominally at $180 per picul while 
1/16” sold at $176/$178 per picul. 
Sales of 4%” were made at $109 per 
picul and with the heavy demand 
sellers’ offers rose to $112 per picul, 
while 3/16” and %4” rose to $107. per 
picul but buyers held back, regarding 
these prices as too high. Some trans- 
actions took place in galvd. iron 
sheets, these being required by Can- 
tonese interests for purposes of. barter, 
but on the whole dealings were limited 
to absolute essentials: G31 3’x7’ rose 
from $15.50 to $15.80 per sheet and 
sales were made at $16; G24 and G26 
sold at $1.35 and $1.43 per lb. respec- 
tively. A supply of corrugated steel 
bars has for the first time arrived 
from West Germany, and a shipment 
has also come from Belgium. With no 
demand from.China, transactions were 
dull and prices fell: round bars 
(Belgian) 40’°% to 1” sold at $90 per 
picul, with assorted specifications 
quoted at $95 per picul. Little interest 
was shown in German square bars 20’, 
but prices nevertheless remained high, 
$100 per picul being asked for %%”, 
52” and %4”, 


Industrial Chemicals 

At the commencement, trading was 
slow on the industrial chemicals mar- 
ket but later became more active, with 
interest shown by dealers from Can- 
ton, a number of licenses for the im- 
portation of calcium hypochloride, 
acetic acid, formalin, ammonia chlo- 
ride, zinc chloride and tanning mate- 
rials having been issued by the Can- 
ton Foreign Trade Bureau. Dutch 
acetic acid in 20-kilo bottles sold at 
$1.55 per lb.; Japanese calcium hypo- 
chloride 60% in 50-kilo drums sold at 
$1.99 per lb. and $2.02 per Ilb., these 
being from old stocks and therefore 
exportable: ammonia chloride (Bri- 
tish) sold at $1720 per ton; Belgian 
zine chloride was transacted at $2400 
per ton; Crown brand quebracho 
extract sold at $1.43/$1.45 per lb., the 
price being quoted later by sellers at 
$1.48 per lb.; British. formalin in 448- 
lb. drums changed hands at 70 cents 
per lb. caustic soda in 700-lb. drums 
dropped to $405 per drum at which 
price sales were made and a few 
transactions took place in Crescent 
brand caustic soda at $430 per 300- 


kilo drum. Swiss chlorate of potash in 
100-kilo drums sold at $1,58 per Ib., a 
slight drop in price. 
Fertillsers 

Lack of demand for fertilisers by 
dealers from China cast a shadow over 
the market and with few transactions 
prices fell. Ammoriia sulphate Water 
Buffalo brand (USA) changed hands 
at $620 per ton being quoted later at 
$600; Belgian Golden Coin brand sold 
at $610 and $590 per ton. Dutch Cross 
Axes brand was quoted at $590 per 
ton. 


Cement 

Plentiful arrivals of Japanese 
cement combined with weak demands 
from China brought down the price 
of Lion brand (Japan) 1-cwt. bags 
to $7.10, while ex-godown price was 
from $182/$135 per ton, and of the 
100-Ib. bag to $6.50. Danish Bate 
brand white cement remained at $16 
per 1-cwt. bag and sales were effected 
of Snowcrete (Green Island) cement 
at $16 per 1-cwt. bag (official price 
$15). Emerald brand (Green Is.) 
cement sold at $8.40 per bag of 112- 
Ibs. ($8), and Emeralcrete rapid 
hardening cement (Green Is.) at $10 
per 112-lb. bag ($9). 


Paper 

After suffering from ‘increasing 
indent prices by paper manufacturers 
abroad and a lack of buying interest 
on the local market for several weeks 
past, the appearance of dealers from 
Indonesia and heavy buying on their 
part brought life into the market last 
week. Prices at the close were: MG 
sulphite 47-Ibs. 35x47 $80 per 
ream; MG cap 17%4-Ibs. 25x44 $21 per 
ream; half-bleached parchment 1st 
qual. 26-lbs. 30x40 $75. per ream; 
tissue paper 13-Ibs. 25x44 $65. per 
ream; German 16-lbs. 22x34 manifold 
paper in red wrapping paper $340 per 
ton; Japanese cellophane 36x39 $142 
per ream; Japanese cigarette paper 
20x30 $24 per ream; newsprint in 
reams 50-lbs. 31x43 $50 per 
ream, and 48-lbs. (Japan) $41.50 per 
ream; newsprint in reel 52 gr. 31 in. 
and 43 gr. $1.02 per lb., Japanese 52 
gr. 31 in. 86 cents per lb. 
China Produce 

The vegetable oils market remained 
dull during the week with lack of 
buying orders from abroad. A shortage 
in woodoil (tungoil) caused the price 
to rise to $258 for unprocessed quality 
while goods in bulk were quoted at 
$245 per picul; the lack of drums 
created difficulties in accepting offers 
from Europe. European offers at £265 
per long ton c. & f. created little 
interest, the export floor price in 
Canton being pegged at £270 for 
woodoil in bulk and £295 for drum 
packing. Enquiries for teaseed oil were 
received from Europe at £290 per 
long ton c. & f. London; sellers held 
to $275 per picul, but buyers would 
not go beyond $272, and few transac- 
tions took. place. Aniseed oil with the 
arrival of fresh supplies dropped to 
$1300 per picul, at this low price the 
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FINANCIAL MARKETS 


HONGKONG FREE EXCHANGE 

& BULLION MARKET 

Review for the week March 26—31:— 

Political news were encouraging be- 
lief that danger to the Colony has 
passed—at least for the time being, and 
consequently there was more _ interest 
in local investments, especially shares 
and real estate, and merchants, who 
have been biding their time, resumed 
larger contracts. Trade showed. up well 
and there wére hopes that the current 
year would witness more records. With 
spring in the land and communists on 
the run hopes were generally expressed 
that peace in the Far East will not be 
disturbed during the current year, and 
what was to happen, in 1952 was no- 
body’s concern, Gold rates, under these 


Canton authorities refused to grant 
export permits, and the local quota- 
tions finally closed steady at $1290/ 
$1300 per picul. Cassia oil fell to 
$2900/$3000 per picul. Coconut oil 
declined to $187 per picul for the 
Singapore ‘product and to $174 for that 
from Thailand. Substantial quantities 
of groundnut oil were received from 
North China and Thailand; sales of 
the Tsingtao product were effected at 
$199 per picul (without drums) and 
at $217 per picul (with drums); the 
Thai product sold at from $218 to 
$222 per picul. 

Buying support from South African 
and Japanese traders caused activity 
in cassia lignea but Indian dealers 
held back. Most items showed a fall 
in price, the difficulty of exporting to 
the USA having a .depressing effect: 
Cassia lignea (West River) Ist qual. 
in 1-cwt. bales fell to $120 per picul 
f.o.b., and the 80-lb. bale to $117 per 
picul, while 2nd qual. in bulk declined 
to $113; Batavian cassia scraped sold 
at $74 per ‘picul. Plentiful arrivals and 
little export demand caused aniseed 
star to fall; prices at the close were: 
Nanning ist qual. $167 per picul, 
Honan 2nd qual. $160 per picul. With 
sales to Thai merchants, rosin (East 
River). rose to $69.50 per picul. Raised 
selling offers from Japan for ramie 
under the spur of a serious shortage 
brought an increase in the price local- 
ly, though few transactions took 
place: ramie, green, (West River) 
sold at $275 per picul; ramie, white, 
medium grade rose to $285 per picul; 
Ist qual. Hunan ramie, white, sold at 
$290 per picul. 

Enquiries from South Africa. and 
Europe brought an increase in tea 
prices: BOP tea was quoted at $350 
per picul, OP tea at $3380, green tea 
at $460 and paochung Ist qual. at $400 
per picul, 

Recent enquiries from France and 
Italy for raw silk did not result in any 
transactions the buying offers being 
too low. Closing prices showed an 
increase: Shanghai C grade 20/22 was 
quoted dt $4500 per picul and E grade 
at $4400, small filature 20/22 was 
offered at $3750 per picul, 


conditions, could not but show weak- 
ness on international markets—but not 
so here where special considerations, to 
be explained below, made the market 
go up. pay . 

Pessimists are still singing their 
dirges and predict a communist come- 
back; they simply cannot believe that 
the Moscow octopus should allow itself 
to be regarded, in the light of Mac- 
Arthur’s sweeping wictories, as nothing 
but a squib. However, so it is and while 
nobody wants to disparage the great 
mankind-liberators with their formid- 
able war’machines held in readiness to 
unloosen on the imperialists, the fact 
cannot be ignored that America has 
called Russia’s bluff and that this 
mighty country, on whose strength the 
freedom of the world depends, has 
started rearming at a speed and with 
a thoroughness which has injected-new 
hopes into the democratic peoples 
wherever they live. Defeatism, a very 
common and _  fast-infecting disease 
among the liberals and bourgeois, is 
swépt down the drain and a new spirit 
manifests itself which should prove, for 
America’s leaders, most.encouraging on 
their crusade to rid the world of the 
communist .war-mongering menace. 

GOLD:—Highest & lowest rates per 
.945 fine tael $31534—305%, equiv. to 
.99 fine tael and oz prices of $330.78--- 
320.30 and $274.89—266.18 resp. Cross- 
rates US$45% high, 44% low (but in 
Macao only 43—44). Macao quoted 
per .99 fine tael $314—322 and Canton 
$313—321. Macao was $6—8 below 
Hongkong or 2%% which amount is 
accounted for by transport fees for get- 
ting the bullion from the Portuguese to 
the British colony. 

Day to day, highest & lowest rates 
per .945 fine tael:—$307—305%4;. 30954— 
305%; 311% — 308%; .3123%4 — 309%; 
3143.—311%; 31534—311%. Week’s 
opening rate $305%, closing 312%. 

The market was brisk and rates, con- 
trary to overseas markets, showed firm~ 
ness as a result of the Macao import 
licence ‘business’; the issue of licences 
in Macao, while thinly disguised as an 
impartial and not preferential matter, 
is controlled by a few individuals who 
have derived fantastic profits, if that 
is the right word in this connection, 
from this ‘business.’ Pending the ap- 
pointment and arrival of a new gover- 
nor—who has to sign the approved 
applications for import of bullion into 
Macao—the issue of licences has been 
temporarily suspended. This is at least 
the reason stated by the licence-con- 
trolling and manipulating ‘syndicate’ 
who thus also impose higher ‘fees’ for 
licences to be handed to real gold im- 
porters in Macao and Hongkong, 

Interest hedgers obtained last week 
only 80 cts. per tael or a 5% p.a. yield 
on investment. Tradings totaled 201,800 
taels, daily average 40,360. Positions 
taken in futures 110,700 taels per aver- 
age operating day. Gold importers and 
interest hedgers were usual sellers, 
joined by the Swatow group; buyers 
were Shanghai and Canton cliques and 
‘the majority of the local operators. 
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Cash sales: 49,820 taels, of which 
11,320 officially, 38,500 unofficially list- 
ed. The lower figure of official sales 
was the result of exporters’ fear wha 
were upset by the many seizures of re- 
cent weeks and who wanted to avoid 
investigations. Out of total cash sales 
31,500 taels were taken up by exporters, 
17,500 by marginal holders, 820 by local 
ornamental trade. Exports totaled 
31,500: taels and were shipped to India 
$500 taels, Bangkok 13,800 and Singa- 

ore 9200. Differences for .99 fine bars 
$15.20—15.80 (for .97 fine $6.50—8.50)— 
these big differences to be paid on top 
of .945 fine tael price showed large de- 
mand by importing countries. Bangkok 
remains a good-customer as Chinese, to 
a smaller degree Siamese, are hoarding 
the yellow metal probably out of fear 
of political upheavals in Asia which 
may come to pass if and when the com- 
munists decide that the ‘Day’ has 
arrived. 

Local revenue officers were confiscat- 
ing with growing success and they got 
everybody worried, the worry spread- 
ing as far as Bangkok and Singapore 
where consequently higher prices were 
chalked up. The profit margin has fur- 
ther widened which is some solace to 
the exporters who have been caught. 
Hongkong Govt. has reaped very great 
‘profits’ from the alertness of its re- 
venue officers though a good deal of the 
seizures, in the shape of monetary re- 
wards to informers, stool pigeons and 
the like, does not benefit the public 
treasury. Nevertheless the total amount 
of illicit gold seized, caught when about 
to be imported or exported, has been 
estimated at $8 million for the first 3 
months of this year. The community is 
now looking forward to hearing some 
good news about the official intention 
to expend this ‘windfall’ in a proper 
manner—surely more hospital services 
will be considered as it was only possi- 
ble with the help of X-ray apparatus 
to ‘unearth’ the treasure stored deep up 
in the bodies of male and female ‘trans- 
port workers.’ 

Imports: 26,000 taels all from Macao. 
Macao unloadings were about 60,000 
ozs. Contracts there were concluded for 
65,000 ozs at prices US$43.45—44% cif 
Macao, 

US$:—Highest & lowest prices per 
US$100, in notes HK$6023%4—599%4, DD 
6044%2—600, TT 6074%—602. Crossrates 
US$2.633—2.657 (computed at the parity 
of 1s. 3d. per HK$). Sales: US$1,340,000 
in TT, 875,000 in DD and notes. 

At the beginning of the week rates 
showed weakness as Chinese emigrants’ 
remittances and Bangkok merchants’ 
offers were rather voluminous. Later, 
gold importers. were buying up what 
was obtainable at current rates and 
they would have purchased more 
had rates remained on the level oi 
earlier in the week. 

Daily highest & lowest TT New York 
rates: $605—604%4; 604%2—602; 605— 
604; 606—60414; 607—605; 6074%4—606%. 

Gold importers make the market at 
present; they require considerable 
amounts to pay for contracts (and all 
payments even for bullion exported 
from London has to be effected in New 
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York). Additionally, old exporters who 
obtain sterling or other currencies in 
Far Eastern and Indian markets con- 
vert gold proceeds into TT New York 
in Hongkong thus often driving up the 
rate which otherwise — merchant de- 
mand being almost dead—would slide 
below 600. Arbitrage has no hopes at 
present as local crosses and New York 
free market quote approx. the same. 

SILVER:—A steady market, an un- 
interesting session with prices moving 
fractionally only. Bar Silver $6.09— 
6.10, dollar. coin 3.91—3.92, small coins 
$3. Sales: 55,000 taels in weight (most- 
ly in coins). Inquiry from London is 
casual. 

BANKNOTES:—Indian rupees, notes 
and DD, were in strong demand, quota- 
tions reaching records, viz. $1.18%— 
1.19%, compared with a few months 
ago only 1.07. India’s trade balance 
with Hongkong continued in that coun- 
try’s favor and there were now new 
‘special imports’ from India coming to 
Hongkong for transhipment to com- 
munist China, viz. all sorts of previously 
discarded war materials stored in India 
for many years and now,:as Peking ig 
hard up for goods as a result of the 
timely US embargo, being bought, at 
fantastic prices by the communists 
through their own commercial set-ups 
in the Colony or through any firm 
which is ready to do business with any- 
body for a commission. Under these 
conditions the Indian rupee was in 
growing demand and would have al- 
ready reached the official level (1.21 
local dollars per rupee) if not for gold 
imports into India (via French and 
Portuguese India) proceeds of which 
had to be converted into HK$ for even- 
tual transfer to New York. 

Burma and Ceylon rupees 
nominally at .87 and .97 resp. 

Piastres were moving erratically from 
$13.95—15 (forward 14—15) per 100 
and hoarding was again noticeable; the 
feeling gains ground that the Vietnam 
‘iberators’ are not having it all their 
own way but are up to meet more than 
they had bargained for when they start- 
ed their blatantly advertised campaign 
to liberate, as they are wont to say, all 
Indochina from the wicked Vietnam 
‘quislings’ and their French wirepullers. 
The French are, with welcome US 
armor and munitions, pushing the Viet- 
minh back into the jungle. 

Bank of England and Australian notes 
quoted resp. $15.55—15.65 and $13.40. 
Malayan dollar at $1.814—1.817. Cana- 
dian dollar at $5.67—5.68. 

The peso was finding it ever harder 
to get buyers here though rates wer@ 
low but apparently not low enough, 
quoting $1.63—1.64, ie. a 46% discount 
against parity (50 US cts.). It is sur- 
prising how stubborn the Manila au- 
thorities are in their clinging to a ficti- 
tious exchange rate, realising as no 
doubt they do that the rot has gone too 
far and that a courageous action, viz. 
devaluation, cannot and should not be 
Postponed any further. A more realis< 
tic level would appear to be one -peso= 
33.1/3 US cts. 

Macao patacas quoted nominally here 
at $1.07, Japanese yen notes quoted $134 
—140 for 10,000 with little interest. 


quoted 
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Indonesian rupiahs which are hard to 
obtain here quote from 38-39 per 100; 
old Nica guilders from $3.60-3.70. 
Baht notes quoted as usual $28 per 
100. China: so-called People’s money 
quoted $219-227 per one million; Tai- 
wan yuan §.38-.39, 

CHINESE EXCHANGE:—The  offi- 
cial rates held but on the local free 
market the depreciation amounted to 
some 20%. Inside bamboo-curtained 
China black markets quoted even 
lower than Hongkong. The communist 
authorities were getting alarmed and 
arrested a lot of such ‘imperialist- 
minded’ dealers and put.q few to 
death, others were just sent for 
reeducation to Manchuria, perhaps to 
Korea, and still others were charged 
before the high tribunal of the people 
and were sentenced to so-and-so= 
many years in prison. But the black 
market maintained itself especially in 
South China where the communists 
have growing trouble with the reedu- 
cation of the traditionally truculent 
Cantonese. 

The Peking govt announced the 
unification of currency in China as 
from April 1, by making the People’s 
Bank yuan the sole legal tender, 
abolishing the special currencies so 
far issued in Manchuria and Inner 
Mongolia. This step was long overdue 
and indeed comes as a surprise that 
only now. Peking has suspended the 
circulation of various currencies in the 
new, unified and centralised China of 
the Mao Tse-tung era. 

Local rates for PB yuan were $219- 
227 per one million, sales totaling 260 


million. DD Canton quoted $213%- 
215%, sales totaling 1375 m. which 


large figure was due to _ overseas 
Chinese remittances (which arrive 
here in various foreign currency 
cheques, are converted into HK$ and 
then sent to China via unofficial chan- 
nels, the official rate being too low for 
the liking of the overseas Chinese and 
their families in China). HK$ DD 
Canton quoted $9444-95% per 100 in 
Canton, with sales at $160,000. Amoy 


remittances in US$ quoted HK$5.60- 
5.65 per in , Soe Fukien 

rt (against a oc: average 
ee of HK$6). Gold and US$ 


exchange with Shanghai quoted 100- 
101 and 90-90% per 100 in Shanghai. 
Gold and US$ exchange with Taiwan 
quoted 92-93% and 954%4=—96 per 100 
in Taipeh. Business in Shanghai, 
Amoy and ‘Taiwan remittances was 
small. 
H.K, FREE EXCHANGE & GOLD MARKET 
Review for the week March 19—24:— 
The pre-Easter week was passing quietly with 


rates undergoing slight fluctuations and nc 
rumours, encouraging new commitments, crop- 
ping up. 


GOLD: Rates per .945 fine tael, high & low, 
$808—300%, equiv. to .99 fime tael and oz rates 
of $822.66—314.62 and $268.14—261.46 resp. Cross- 
rates US$44 high, 4344 low. 

Daily highest & lowest rates per .945 fine tael 
(19th—22nd March official trading, 28rd—24th 
March unofficial rates) :—$308—305%; 806— 
301% ; 30434—800% ; 306% —80234; 80814—306; 
80744—807. Week's opening 306, official closing 
205%. 


Market trend followed overseas leads; easier 
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conditions were generally anticipated. Korean 
war news were exhilarating—for those who back- 
ed the UN forces. Settlement of the war in the 
north appears now more within the realm of 
probability but no-one trusts the ‘situation’ after 
last year’s many setbacks. MacArthur is the 
hero notwithstanding some leftist press comment; 
without him Hongkong would be an unsafe place 
to stay. Everybody realises thim but few say so 
in public—there is also some envy of this great 
American which peeps out of some otherwise 
very ‘bourgeois’ opinion here and in London. 
Hongkong knows to whom it owes thanks for 
the present relatively stable conditions here. 

Future market will be influenced greatly by 
actual trade in bullion; imports are rising and 
easily contracted and airfreighted to Macao but 
exports are, due to many seizures in recent past, 
moving hesitatingly. At the same time world 
prices, around US$40 per fine oz, are showing 
no sign of recovery what with ample fresh bul- 
lion on offer is only to be expected. Unless poli- 
tical news and war developments stimulate new 
speculation local trend should be downward and 
prices sliding below the $300 (per .945 fine tael) 
level. 

Change-over interest for the 4 days trading 
week totaled 82 cts yield of 5% p.a. Tradings 
were 148,000 taels (daily average 37,000). Posi- 
tions taken in the fictitious futures market 98,500 
taels per average day (in which marginal hoard- 
ers and importers continued as sellers, speculators 
being buyers). Cash sales 42,590 taels, listed 
officially 15,090, unofficially arranged 27,500. Of 
the total 26,000 changed hands among interest 
hedgers, balance of 16,590 acquired by exporters. 
Goldsmiths were absent from market having 
little business over the counter. 

Exports: shipped to India 4500 taels, Bangkok 
6800, Singapore 4700, Indochina 590, Profits on 
export per average shipment $20 per tael or 
some 7%. Confiscations and higher transport 
charges for this unlicensed traffic were however 
eating substantial portions of profit away. Differ- 
ences for .99 fine export bars $14.80—15 per +tael. 
Imports: 16,000 taels, mostly from Macao with 
a few hundred taels from Taiwan. Importers 
were also subjected to losses due to revenue offi- 
cers’ seizures. Macao arrivals exceeded 30,000 
ozs; expected discharge of 100,000 ozs did not 
yet materialise. New contracts for delivery 
Macao totaled one lakh. Cif Macao prices of 
Jast week US$43—43.30 per fine oz. 

SILVER:—In February Hongkong’s trade in 
silver (recorded) totalei 42,700 ozs imported 
from Macao valued at $164,091, and 938,403 ozs 
exported to the UK valued at $476,885 (all in 
bars and ingots). Unrecorded imports were as 
usual taking place but quantities were small. 
Taiwan and China are irregular suppliers, 

Prices were steady and stock holders heard 
with pleasure reports from Europe indicating bet- 
ter offtake there. Bar silver quoted $6.09—6.10 
per tael of .99 fine, dollar coins $3.91—8.92, small 
coins $2.99—3 per 5 pes. Total sales: 64,000 
taels in weight. 

BANK NOTES:—Indian rupees quoted $1.1814 
—1.1944, DD Bombay 1.17—1.17%4, with under- 
tone firm. Business in Malayan dollars was 
brisk at $1.8032—1.82, Piastres had some specu- 
lative buyers—the military situation having im- 
proved in the guerilla-ridden- country there was 
new interest in the currency of Indochina but 
trade was slack at the moment; rates per 100 
piastres $14.80—15.20. Pound notes (Britain) 
$15.55—15.65 and (Australia) $18.10—13.40 with 
more buyers than sellers especially for Australian 
notes (as the old rumor of upvaluation remains 
alive and inspiring). Baht and Indonesian 
rupiahs quoted 'resp, $2742—28 and $34—88 (per 
100). Some small business was arranged in 
Burmese rupees and also in Ceylon rupees at 
resp. $0.87 and .97. Canadian dollar, following 
the easy US$ trend, quoted $5.70—5.72. Macao 
money was not traded here but according to 
vates in Macao was quoted at $1.07. Philippine 
peso was depressed and neglected at $1.63—1.64; 
there is little faith here in the stability of that 
currency even at present low quotations, the 
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general situation in the country being believed to 
be rather shaky, Japanese yen notes sold per one 
million at $182—135. Taiwan yuan quoted $0.89. 

US$:—Highest & lowest rates per US$100, 
HK$695—5994% for notes, 606—600% for DD, and 
609—602% for TT. Crossrates US$2.627—2.656. 
Daily highest & lowest rates for TT: $609—607; 
607—604; 60484—602%% ; 60545—603% ; 60434= 
604; 605—60434, Sales: US$820,000 in TT, 
475,000 in notes and DD. 

The embargo is still going strong and importers 
are giving up hope to change Washington’s mind. 
Demand for TT New York but for gold impor- 
ters is weak; offerings are rising especially as 
Bangkok, where tight money plagues merchants, 
*has added its weight to the local sellers, promin- 
ent among whom were recipients of overseas 
Chinese drafts. The local price is in line with 
Euuropean unofficial exchange markets, 

CHINESE _EXCHANGE:—Local rates of Peo- 
ple’s Bank yuan, per one million, $21444—229 
{sales 125 million), per DD Canton 212%—21412 
(sales: 160 m.). PB. yuan remittances with 
Shanghai were quoted at 4700 per HK$1 with 
sales effected at 375 m, The above rates reflect 
lower public estimation of the PB yuan and fore- 
shadow a revision of the official exchange rate 
by Peking. The depreciation of the PB yuan 
amounts now to about 20%, 

HK$ remittances with Canton quoted 955—940 
per 1000 in Canton (sales $110,000). Gold and 
US$ remittances with Shanghai quoted resp. 101 
and 90/92 per 100 in Shanghai (sales very small), 
Gold and US$ remittances with Taiwan quoted 
resp. 91/92 and 96/95% per 100 in Taipeh (sales 
very small). 


H.K. SHARE MARKET 


Sentiment has improved in the last few days 
and buying interest has come increasingly to the 
fore. The dark days of last November/December 
seem to be over and there is now more optimism 
displayed when developments in Korea are being 
discussed. Earlier fears have proved groundless 
and a much more sober appraisal of the situation 
in the Far East is met among the local investing 
public. Those who had good nerves have again 
been rewarded and the men of little faith who 
liquidated out of a feeling of panic are now 
repenting. Business in the last two weeks was 
active and prices have shown a rising tendency. 

Reports for the weeks ending March 22 and 
March 30 respectively :— 

Chiefly through good support for H.K, Banks 
and Unions the volume of business has been well 
maintained during the weck ending March 22. 
Rates were practically unchanged although there 
were signs of better enquiry resulting in fraction- 
al gains. A firmer undertone prevailed at the close. 

During the week dividends and bonuses an- 
nounced were: Hongkong Docks, Dividend $2, 
Free of Tax, China Entertainment, Dividend 50 
eents Bonus $1.75 both less Tax. H.K. Fire In- 
surance, Dividend $11, Free of Tax, 

Business reported during the week $1,383,109, 
Business reported (12th week) 1950, $831,951. 

Renewed buying interest which set in immedi- 
ately after the holidays gathered momentum and 
appreciable gains were registered all-round with 
prices reaching their highest for the week ending 
March 30. The undertone is very firm. 

Hongkong Lands announced a proposed Bonus 
issue of 1 share for every 4, ranking for dividend 
from 1.1.51. 

Business reported during the week $1,632,215. 
Business reported for February, 1950, $5,826,894. 
Business reported (13th week) 1950, $637,784. 
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